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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


CONFERENCE ON INDUSTRIAL ECONOMIC ANALYSIS HELD IN MOSCOW 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No i, Jan 84 pp 125-126 


[Summary by Candidate of Economic Sciences V. Drozdova and Ye. Osadchaya: 
"Conference On Perfecting Economic Analysis" | 


[Text] The all-union practical scientific conference, “Organization and 
Methods of Economic Analysis in Industry," was held in Moscow in September 
1983. It was attended by prominent officials from the staff of the CPSU 
Central Committee, the USSR Gosplan, the USSR Ministry of Finance, the USSR 
State Bank, the All-Union Central Council of Trade Unions, the All-Union 
Council of Scientific-Technical Societies, the Scientific-Economic Society, 
associations, ministries and departments, leading scholars in the theory of 
economic analysis, and scientists and practitioners from all the union repub- 
lics and from major industrial and scientific centers of the Urals, the Far 
East, Central Asia and the Caucasus. 


The plenary session was opened by Doctor of Economic Sciences V., V. Dementsev, 
chairman of the Organizational Committee, first deputy minister of finance of 
the USSR. He examined the main problems of national economic development in 
the light of the decisions of the 26th CPSU congress and subsequent plenums of 
the party Central Committee and party and government decisions, and defined 
the role of economic analysis in their implementation and the objectives and 
tasks of the conference. 


Speakers at the conference stressed the need to enhance the role of analysis 
in planning and management at the current stage of development of the social- 
ist economy and of making it more comprehensive by studying the technical, 
organizational and social aspects of economic activity. The conference 
examined ways of enhancing the impact of analysis on the acceleration of 
scientific and technical progress. It was pointed out that it has become 
necessary for economic analysis to expand into socio-economic analysis and 
that the prerequisites for this exist. 


An important factor that can contribute to raising the effectiveness of pro- 
duction is greater participation of work collectives in looking for and tap- 
ping ways and means of economizing all types of resources. The greatest 
participation in this effort can be achieved through Public Bureaus of Econo- 
mic Analysis. The role of economic analysis in involving the broad masses of 
tne working people in the management of the economic activity of enterprises 
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and organizations was discussed by Doctor of Economic Sciences N. N. Gritsen- 
ko, first deputy chairman of the All-Union Council of Scientific-Technical 
Societies. The favorable experience of 69 public bureaus of economic analysis 
at the Uralmash Production Association, which pioneered this movement, was 
discussed by P. V. Barakovskaya, chairman of the association's council of 
public bureaus of economic analysis. 


Economic analysis should be regarded as an integral component of the whole 
mechanism of cost accounting, down to the production level. The essential 
prerequisites for the organization of internal economic analysis are: forma- 
tion of a system of norms and quotas for the production association or enter- 
prise; extension of factory planning from the basic to auxiliary, service, 
scien*+ific, design, and managerial processes; introduction of practicable 
normative accounting. 


Several other basic fields to be pursued with the purpose of perfecting the 
system of economic analysis were suggested, notably, the blending of subse- 
quent analysis with ongoing and preliminary analysis, accelerated development 
of comparative analysis, and dissemination of functional-cost analysis. 
Doctor of Economic Sciences B, I. Maydanchik, head of the chair of economic 
activity analysis at the Moscow Finance Institute, noted that the high rates 
of scientific and technical progress and changes in the organization of pro- 
duction and management imposed higher demands on economic analysis and the 
methods of its organization. 


Professor A. D. Sheremet, head of the chair of bookkeeping and economic 
analysis at the Moscow State University, spoke about the experience of 
scientists in the field of the theory and methods of economic analysis of 
economic activity and in coordinating the efforts of economists in countries 
of the socialist community. 


Many speakers gave special consideration to analysis of the intensity of plan 
assignments. In the view of Yu. P. Potemkin, general director of the Moscow 
Electric Bulb Factory Association, this is of decisive importance during the 
elaboration of plans. He pointed out the need for justifying plan assignments 
and coordinating them with the degree of utilization of production potential. 


Some speakers examined the specifics of the organization of economic analysis 
in the finance and credit system on the basis of centralized methodological 
guidance. They noted the advantages of unification and regulation of analyti- 
cal work and made a number of fundamental proposals for improving the organi- 
zation of analytical work. Thus, P. Ya. Pchelin, first deputy chairman of the 
board of the USSR State Bank, suggested creating a department of analysis 
methods within the State Bank's economic planning administration and drawing 
up a program for On-line computerized analysis of dank data on the financial 
status of economic organizations. 


Doctor of Economic Sciences, Professor V. G. Polyanskiy, chief of the economic 
planning administration of the Ministry of Tractor and Agricultural Machine 
Building, described the conten+ and organization of analytical work at the 
ministry level. 











The conference participants concluded that it was necessary to set up a 
nationally regulated system of economic analysis as a prerequisite for raising 
management standards and enhancing the jusvification and intensity of plans. 
Coordination of economic analysis at all administrative levels should be based 
on unified principles and organizational work taking into account the specific 
features of the analyzed entitites in diffurent industries. In the view of 
Prof. S. B. Barngol'ts, the establishment of a unified system of analysis 
should start with the regulation of the content and form of the memorandums 
accompanying the annual reports of economic agencies, with due account of the 
specific features of different branches of production economics and organiza- 
tion. 


Several contributions considered questions of factorial analysis of labor 
productivity and pointed out shortcomings in the current system. 


Also discussed were questions of perfecting the evaluation and analysis of the 
fulfillment of plans according to the cost of output and of keeping within 
established limits of phyzical expenditures. Some speakers called for changes 
in the methods of limit setting. They suggested determining the limits of 
physical expenditure on the basis of direct calculation items, which would 
simplify accounting according to the cost of products and enhance its reliabi- 
lity. Suggestions were made for improving the mechanism for monitoring the 
expenditure of wage funds using direct accounting methods based on determina- 
tion of the labor intensity of manufactured products. The need was noted of 
developing scientifically substantiated principles of computing assignments 
for drawing physical assets into the economic turnover. It was suggested that 
along with assignments for accelerating the turnover rate of working capital, 
enterprises and associations should be given separate assignments for the 
absolute reduction of extranormative stocks of physical assets. 


Special consideration in the debate was given to problems of management of 
scientific and technical progress. Many speakers noted the need for closer 
coordination of plans of technical and organizational development with other 
planned indices of the operation of associations and ministries, as well as 
for a realistic assessment of the impact of new technologies on their 
operations. 


Appropriate recommendations were adopted in line with the results of the 
conference. 
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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


SECOND OPTIMAL PLANNING CONFERENCE HIGHLIGHTED 


Moscow EKONOMIKA I MATEMATICHESKIYE METODY in Russian No 5, Sep-Oct 83 pp 929- 
938 


[Unattributed conference report: "The Second Conference on Optimum National 
Economic Planning and Management"| 


[Text] On 20-22 April 1983, in Moscow the Second Conference on Optimum 
National Economic Planning and Management was held and this was devoted to the 
problems of employing mathematical economics methods and computers in optimiz- 
ing national economic planning and management. It was organized by the Scien- 
tific Council of the USSR Academy of Sciences on the interdisciplinary problem® 
“Optimum National Economic Planning and Management" and by the TsEMI [Central 
Mathematical Economics Institute]. Participating in the conference were around 
300 delegates and guests representing the academy and sectorial institutes, 
VUZes, departments aid ministries as well as major associations. The work was 
conducted in plenary sessions and in six sections. 


The plenary session was opened by the Academician Secretary of the Economics 
Department of the USSR Academy of Sciences and Director of the TsEMI, Academi- 
cian N. P. Fedorenko. He pointed out that mathematical economics research in 
our nation has correctly been judged as a natural stage in the development of 
Soviet science. The idea of the possibility of converting a socialist economy 
to the conditions of optimum functioning and the constructing of the corres- 
ponding system of levers and methods of planning and management for this are 
the result of the extended development of our economic science and economic 
practices. It is no accident that beginning with the 1960's, when our nation 
entered the period of developed socialism, there was increased activity by 
Soviet economic science, a greater scale and higher quality of its involvement 
in the elaboration of the major economic planning and economic management meas- 
ures to improve management, planning and economic incentives in 1965 and 1979, 
in working out the Comprehensive Program for Scientific-Technical Progress and 
the interdisciplinary specific programs, the establishing of TPK [Territorial- 
Production Complexes] and so forth. Precisely in the course of this work, the 
idea arose of the SOFE [system of optimum economic functioning] which derives 
from the recognition of the fundamental need for an effective systems approach 
to the functioning of a socialist economy and its integrated improving. 


At present, it can be asserted that a system of economic views has been worked 
out indicating in which directions the economic mechanism of the nation must be 








developed and improved in order to realize the most effective variation of its 
functioning. 


In establishing those methods of economic management and policy which would 
best ensure the achieving of the strategic socioeconomic goals of a developed 
socialist society, the SOFE proceeds from the fundamental concepts of socialist 
political economy, in concretizing them and in formulating the optimality cri- 
teria for a socialist economy the methods of extending it into a system of 
national economic and local criteria and the principles for the effective use 
of society's production capabilities and for determining the optimum propor- 
tions and development rates of the national economy. The research in this area 
is aimed at elaborating a system of organically interrelated mechanisms and 
methods of rational management. Within SOFE the efforts should be focused on 
the general problems of economic optimization, including the effective organi- 
zation of a hierarchy of relationships between the national economic, sectorial, 
regional and local management levels. 


The speaker emphasized that an understanding of the limited nature and at the 
same time the variation of resource utilization determines the possible choice 
of their composition and methods of application. The correlating of a range 

of criteria for evaluating the production results, in turn, makes it possible 
to select the most effective variations of national economic development. The 
converting of the socialist economy into a unified complex provides grounds for 

alizing an actual choice. The carrying out of these possibilities into 

reiiity will mean the optimum functioning of the socialist economy. 


N. P. Fedorenko pointed ovt that the establishing of the SOFE is impossible 
without thorough research of such problems as public ownership, the separating 
of the rights and responsibility for controlling it, the principles of cost 
accounting and no-loss operation, and the measure of independence and responsi- 
bility of the economic units. The speaker paid particular attention to the com- 
prehensiveness of socioeconomic development, to the specific orientation, to 

the transition from working out individual models to constructing systems of 
them and so forth. He pointed out that the following are essential: to more 
fully consider in the mathematical economics models the particular features of 
the reproduction process inherent to its intensive type; to eliminate the exist- 
ing unevenness in the "developedness" of the various economic spheres using 
mathematical economics modeling; to strengthen the elaboration of the methods 

of comparing and correlating social demands, interests and values (in particu- 
lar, to complete work on a comprehensive method for assessing the effectiveness 
of economic measures). 


V. A. Medvedev (the OAN [Social Sciences Academy] under the CPSU Central Com- 
mittee) took up the political and economic aspects of the present-day planning 
and management problems. The increased interest in these was clearly apparent 
during the anniversary of K. Marx celebrated in 1983 with the tone of the cele- 
bration being set by the article of Comrade Yu. V. Andropov "The Teachings of 
Karl Marx and Certain Questions of Socialist Construction in the USSR" 
|KOMMUNIST, No 3, 1983] which was widely discussed in the nation and abroad. 
The necessity of the further development and qualitative improvement of politi- 
cal economy has been brought about by the need for an adequate theoretical re- 
flection of the conditions and needs of developed socialism, and the intensive 











type of reproduction aimed at increasing the prosperity of the people and r st- 
ing on the achievements of the scientific and technical revolution. 


The speaker pointed out that the concept of developed socialism elaborataed in 
the party documents provides fundamental concepts and conclusions concerning 
its economic system. Many of these have been applied in practical measures of 
improving the economic mechanism. Much has been done to work out the various 
problems in the special literature. However, the turning of economic theory 
toward specific economic problems in developed socialism is still far from 
complete. Significantly more profound research is needed for the following 
subjects: the development trends in the productive forces under the condi- 
tions of the scientific-technical revolution, the patterns of socialist social- 
ization of production, including the problem of public ownership, but not in 
the declarative formulations but rather in a specific manifestation as was con- 
vincingly and profoundly described in the article by Comrade Yu. V. Andropov; 
the questions related to the higher goal of socialist production, its effec- 
tiveness, the mechanism of the planned regulation of production and the use of 
commodity-monetary relations; to improving distribution relationships. Politi- 
cal economy should serve as the methodological basis for reshaping the economic 
mechanism. 


Next comes the creation of an extended concept of the economic system of 
socialism based upon a generalization of international experience and excluding 
a universalization of the experience of just ome country. V. A. Medvedev urged 
the scientists to be bolder in moving from static, descriptive characteristics 
of the categories and laws of political economy to a detailed, specific elabor- 
ation of the problems of the socialist economic system in its actual function- 
ing and development. In this sense it is essential to utilize all the best 
that has been acquired by various schools and currents to forsake excessive 
criticism and to pool efforts for a constructive solution to the problems which 
to a significant degree determine the success of socialist development and the 
competition with capitalism. 


In taking up the higher goal of socialist production, the speaker emphasized the 
need to concretize it for the entire spectrum of human needs which can actually 
be satisfied under the given conditions. Political economy should play an im- 
portant role in establishing the following: the methods of correlating and 
weighing the social utility of the goods and labor expenditures necessary for 
producing them and about which K. Marx and F. Engels at one time wrote; the 
relationships of the individual and social forms of employing the goods and so 
forth. 


There must be a more specific, instrumental approach also to such an integral 
econ-mic problem as increasing production efficiency. Here we must not forget 
the basic question of the relationship of the result of socialist production 
and the expenditures and this most important relationship must not be inter- 
preted as a technical-economic indicator and put outside political economy. A 
unified indicator for production efficiency is sometimes denied and this is 
only to the detriment of economic practice. Also negatively felt is the under- 
estimation of consumer value which is still not overcome in political economy 
as well as the limited notion of the socially necessary labor expenditures as 
an eternal, fixed category equally applicable for various historical ages and 











social relationships. Under socialist conditions there must be a new inter- 
pretation of the socially necessary expenditures capable of serving as the 
grounds for a system of planning norms aimed at continuous advancement and at 
assimilating the achievements of scientific and technical progress. 


Academician L. V. Kantorovich (VNIISI [All-Union Scientific Research Institute 
for Systems Research]|) gave a review devoted to research on optimization prob- 
lems in automated control systems |ASU]. He emphasized that at present signif- 
icant advances have been made in working out mathematical economics optimiza- 
tion models employed in analysis, planning and management on various levels of 
the national economic hierarchy. Linear optimization methods are developing 
intensely and these are an effective universal means of economic modeling wide- 
ly employed as the basic apparatus of optimum planning. In parallel with this 
more precise optimization methods have been developed including: non-linear, 
dynamic, discrete or partially discrete, involving the ideas and apparatus of 
game theory, probability theory, mathematical statistics and so forth. The 
specific programs can also be viewed as a means of optimizing planning deci- 
sions. Definite advances have also been made in studying the questions of co- 
ordinating and constructing systems of models for large-scale management ob- 
jects. Certain schemes of planning calculations have been worked out and in a 
number of instances provided with algorithms employing modular programming and 
iterative aggregating. These provide the necessary coordinating of the local 
plans within the multisector complexes. Artention has also been given to the 
sectorial production development and placement models. These have been employed 
at various times in solving planning problems in more than 100 production sec- 
tors and subsectors. The estimated savings achieved by employing the individual 
models was hundreds of millions of rubles. The experience acquired here has 
been generalized in the instructional materials. 


Having analyzed the basic stages in the elaboration and realization of the opti- 
mization problems, L. V. Kantorovich concluded that their introduction is one of 
the important sources for the effectiveness of the ASU. However, practice has 
shown that organizing the work of the ASU and employing optimization problems in 
them involves significant difficulties: 1) The equipping of the enterprises 

and sectors with computers has been uneven and often incomplete; 2) the staff- 
ing of the ASU for the se:tors and computer centers leaves much to be desired; 
3) the difficulty of carrying out optimization studies in the ASU and their 
introduction has been underestimated; 4) the leadership of a number of enter- 
prises did not want to disclose its reserves and resources in order to make taut 
plans; 5) the implementing of optimization problems often ran counter to the 
current economic indicators; 6) the interdepartmental problems were not effec- 
tively solved due to the uneven preparedness and interest of the departments; 

7) the attempts to rely completely on standard problems were unfeasible; 8) not 
enough work was done on elaborating the process of realizing the optimization 
problems in the ASU system; 9) there was little control over assessing the ef- 
fectiveness and encouraging the establishing and introduction of the ASU. On 
the one hand, these difficulties were underestimated and, on the other, the 
possibilities of the ASU were overestimated as their potential advantages could 
not be realized either always or automatically. A well conceived system of 
measures is required for this. 








Academician A. G. Aganbegyan (IE OPP |?Institute for the Economics and Organi- 
zation of Industrial Production]) took up the problems of optimizing regioral 
systems. Common to all the sectors and installations located on a given terri- 
tory are a range of natural conditions, a unity of the production structure and 
construction facilities, labor resources, infrastructure and other cbjective 
regional] reproduction conditions. The sectorial approach cannot consider all 
of this. In the course of optimizing the regional systems, an additional 
agglomeration effect appears. The difficulty of optimization is explained pri- 
marily by the fact that a regional syscem which in its nature is multisectorial 
and the sectors cooperate not only within ic but also outside. In addition it 
is also essential to consider the social and nature-conservation factors. For 
this reason in studying, seemingly, an independent system, it is essential to 
consider the entire national economy in optimizing it. For 15 years, the 

IE OPP has been developing an approach based upon the use of an optimization 
intersectorial and interregional model. At present, a two-tiered rather flex- 
ible system of interrelated models called SIRENA (synthesis, region and nation- 
al economy) has been worked out. The corresponding program has been prepared. 
The system has already begun to be used by various regions and republics. 


A. G. Aganbegyan gave particular attention to the regional programs such as the 
formation of the Western Siberian Oil and Gas Complex, the Angara-Yenisey Com- 
plex and the economic development of the BAM |Baykal-Amur Mainline} zone. The 
use of the specific program method in forecasting has been exceptionally pro- 
ductive and provides an opportunity to ensure the interaction of a most power- 
ful scientific tool, optimization modeling, with systems analysis making it 
possible to think through and establish various scenarios, conduct situation 
analysis for various criteria and so forth. 


The report also dealt with the work of the IE OPP in modeling the activities 
of the TPK (Sayan, Southern Yakut, Angara) and industrial centers. 


V. V. Kossov (GVTs [Main Computer Center] of the USSR Gosplan) described the 
development of the ASPR |automated system of planning calculations] and the use 
of mathematical economics methods in national economic planning during the llth 
Five-Year Plan. As the preliminary ASPR project approved by the USSR Gosplan 
in 1977 was carried out, the mathematical economics models proposed by various 
institutes and the calculations procedures based on them for various sections 
of the current and long-range plans have been embodied in computer-implemented 
economic planning problems. More than 3,300 such problems were solved in the 
first stage of the ASPR put into operation in 1977 in the USSR Gosplan and the 
Union republic gosplans. At present, their number has surpassed 11,000. In 
particular, the USSR Gosplan has carried out around 4,500 problems which are 
designed to provide the calculations for a majority of the sections in the cur- 
rent plans as well as for the most important sections of the long-range ones. 


Among these tasks an important place is held by those which ensure the process- 
ing of the enormous amounts of information coming into the gosplan from the 
ministries and departments in the course of forming the national economic plan. 
Automating the processes of collecting, sorting, aggregating and grouping the 
data substantially broadens the range and increases the accuracy and up-to- 
dateness of preparing the information on the basis of which the major planning 
decisions are taken. At the same time, due to these problems, an information 











base is created for calculations using different mathematical economics 
methods. Among them the most widespread are various types of matrix models 
which provide for the elaboration of particular and aggregate material bulances 
and allocation plans, balances for labor and financial resources, as well as 
intersectorial balances for product output and distribution. During the cur- 
rent five-year plan, in further developing the normative base and the balance 
calculations, chief attention is to be given to bringing them together into 
large complexes of interrelated problems. 


The speaker described in detail the following: the central complex of prob- 
lems (TsKZ) for the ASPR of the USSR Gosplan; the range of balance indicators 
for the development of material production employing a progressive normative 
base; a unified system for capital construction planning. The main particular 
feature in the development of the ASPR during the current five-year plan will 
be to move from automating the local problems oriented at the inferior and 
middle level of specialists at the USSR Gosplan and the Union republic gos- 
plans to employing modern data processing methods and equipment in studying 

and taking planning decisions on the most important and fundamental planning 
problems in the upper leadership level. The process of equipping the planning 
bodies with minicomputers which started during the Tenth Five-Year Plan will 

be developed. V. V. Kossov pointed out that a significant scientific start 

had been made in the area of working out various systems of models for national 
economic planning. Some of them have undergone or are undergoing an experi- 
mental check at the GVTs of the USSR Gosplan. An emphasis has been put on com- 
bining the already introduced and newly posed problems into large complexes. 
The active involvement of scientists and institutes of the USSR Academy of Sci- 
ences in this work will make it possible to successfully solve the very complex 
procedural and technological problems existing here. 


The report of Academician of the Ukrainian Academy of Sciences N. G. Chumachenko 
(IEP [Scientific Research Institute for Economic Problems in the Comprehensive 
Development of the National Economy] of the Ukrainian Academy of Sciences) 
given at the conference by Corresponding Member of the Ukrainian Academy of 
Sciences N. I. Ivanov examined the questions of using mathematical economics 
methods in the planning and management of industrial enterprises. It was em- 
phasized that the proposed and realized methodological principles and algorith- 
mic schemes encompass the most rational ways for the mathematical positing and 
examination of the nature of extremal solutions in the optimization problems. 
Sections of mathematical optimization theory have been worked out for various 
methods of representing elements and sets of possible solutions, classes of 
function criteria and the techniques for preparing, evaluating and taking deci- 
sions in the specific systems and situations. These results are employed in 
setting up ASU at enterprises and associations. In particular, the method of 
sequential analysis of variations has produced an economic effect of around 

30 million rubles from the automated designing and management systems. 


The ASU-Donetsk [Donetsk Automated Control System] has been put into operation 
and this can solve more than 140 economic problems, including for optimizing 
production plans. Subsequently this experience has been employed at a number 
of large enterprises. In the speaker's opinion, the basic reason for the small 
proportional amount of optimization problems in the ASUP [enterprise automatic 
management system] is the inadequacy of the elaborated optimality models and 





criteria to the actual controlled processes. Fundamentally new approaches are 
needed to the computer modeling of management decisions. The essence of one 
such approach is the following. For describing the process of product“on 
maragement, complex dynamic models are constructed into which are incorporated 
the nonlinear constraints and functions, the discontinuous and discrete vari- 
ables. With the help of the corresponding analytical conversions, the non- 
linear functions are converted into separables and approximate methods of 
separable programming are employed for numerical analysis of the models. At 
present, the results of similar experimental calculations using computers have 
been published and in comparison with the existing methods the labor intensive- 
ness of making the calculations is reduced by almost 10-fold. 


The section Theoretical and Methodological Problems in the Optimum Functioning 
of the Socialist Economy and the Modeling of the Economic Mechanism discussed 
12 basic reports and 36 exhibit reports. 


N. Ya. Petrakov (TsEMI) raised the question of the insufficient effectiveness 
and information value of the existing economic measurements and indicators un- 
der the conditions of a material and financial imbalance. In this instance the 
cost indicators lose the properties of dependable economic indicators and the 
effectiveness of the economic incentive system is reduced. N. Ya. Petrakov 
asserted that the strengthening of the physical aspects of planning here does 
not solve the fundamental management problems primarily because physical indi- 
cators do not provide comparability of the different variations of economic 
decisions in terms of their national economic effectiveness. The speaker formu- 
lated a number of recommendations which as a whole come down to elaborating a 
mechanism for maintaining a material and financial balance in the national 
economy. Among these a central place is held by the proposals related to real- 
izing an optimization principle for a unity of price and the plan.! The way to 
such unity, in the opinion of N. Ya. Petrakov, lies by gradually bringing 
closer together prices from a price mode! for planned expanded reproduction and 
the prices of marginal effectiveness. 


V. D. Belkin (Economics Institute of the USSR Academy of Sciences) studied 
commodity-monetary balance and the methods of ensuring it, relying on "income-- 
commodity" and equal price models. During the first stage he proposed bringing 
prices into accord with the existing ratios of solvent demand and supply and, 

in the second, to bring them closer to the social production outlays (the best 
expression of which, in the speaker's opinion, is the production price formula). 


Corresponding Member of the USSR Academy of Sciences S. S. Shatalin and V. G. 
Grebennikov (VNIISI) have formulated the basic areas of research on analyzing 
the ratios of income distribution for the members of a socialist society within 
the framework of SOFE theory, having paid particular attention to the links and 
differences in the social and economic aspects of this problem. In particular, 
it is essential, in the opinion of the speakers, to have a thorough analysis of 
the "reverse" influence of the improvement in distribution relations on the 
optimality of production resource utilization. 





1 See his article in our journal, No 2 for 1983. 





N. M. Rimashevskaya (TsEMI) devoted her paper to the methodological aspects 

of forecasting the prosperity of the public. She pointed to three variations 
of forecasts deriving from production, consumption and distribution approaches 
and described a system of models worked out for forecasting the prosperity of 
the people. 


Ye. Z. Mayminas (TsEMI) examined certain general questions in the methodology 
of economic cybernetics as a science dealing with the functioning and develop- 
ment of the economy as a controlled system and primarily the mechanisms of con- 
trolling it which in their content are informational ones. He particularly 
emphasized the need to broaden and improve the training of skilled specialists 
on the faculties and divisions of economic cybernatics at the nation's VUZes, 
for the need for such specialists is very great. 


The report of V. I. Danilov-Danil'yan and A. A. Rybkin (ANKh |Academy of the 
USSR National Economy!, VNIISI) discussed methodological questions of employing 
optimization modeling in the economy. The elaboration of SOFE has aggravated 
and concretized the posing of major methodological problems of economic science. 
In the opinion of the authors, the most crucial difficulties arise with direct 
optimization of the national economic plan on the basis of the presently exist- 
ing formal apparatus as well as in attempting to convert the economy to an op- 
timum funciioning mode by imparting the corresponding properties to its parame- 
ters and relationships without optimizing the plan as a whole. However, such 
difficulties do not occur in employing optimization models as a means of formu- 
lating and analyzing planning and management decisions, particularly in regu- 
larly repeating local situations. 


K. A. Bagrinovskiy (TsEMI) devoted his paper to the questions of employing sim- 
ulation modeling in the economy. This area of research has recently undergone 
great development both in our nation and abroad. Simulation experiments using 
models of real systems have become a recognized method for studying economic 
processes. Great attention is being given to a sound analysis of calculation 
results and to examining the relative role of factors influencing the course of 
the simulated process. A man-machine dialogue is being employed evermore wide- 
ly and this has led to the elaboration of special man-machine simulation sys- 
tems. On the basis of the existing experience, the author formulated the most 
important demands on the dialogue systems and on their use. 


Various aspects of improving economic management were taken up in the follow- 
ing reports: by V. A. Volkonskiy (TsEMI) on the ways for increasing responsi- 
bility and incentive in an economic management system; Yu. V. Ovsiyenko (TsEMI) 
on working out a system of planning economic norms; D. S. L'vov (TsEMI) on a 
system of economic measurements and its role in the development of methods for 
evaluating the effectiveness of taking economic decisions. kK. K. Val'tukh 

(IE OPP) gave the results of mathematical economics research on the properties 
of the law of value and their manifestation in the price formation system. 


The section on "The Methodology of Integrated National Economic Planning" (7 
basic reports and 35 exhibits) discussed the questions of improving long-range 
socioeconomic planning, the elaboration and use of comprehensive national eco- 
nomic programs, as well as modeling and automating the processes of elaborating 
and implementing the plans. 


ll J 





O. M. Yun' (USSR Gosplan) as well as Ye. Z. Mayminas (TsEMI), V. L. Tambovtsev 
(MGU [Moscow State University]) and A. G. Fonotov (TsEMI)¢ studied the problems 
of elaborating a concept for the economic and social development of the USSR 
over the long run, a methodology for socioeconomic planning, an analysis of 
goals and their concretization in a system of specific indicators and norms. 
The reports proposed methods for coordinating goals and resources making it 
possible to analyze the structure and dynamics of the national economy as well 
as consider factors of ambiguity and inertia. 


The section examined methodological and procedural questions for working out 
ASTR and the experience acquired in this area. Thus, B. A. Rayzberg and 

G. I. Kuranov (NIEI [Scientific Research Economics Institute] of the USSR 
Gosplan) pointed out that the constructing of the ASPR not only took into ac- 
count planning experience but also initiated new effective ways and areas for 
improving planning activities. In particular, the prerequisites were estab- 
lished for deepening the variant approach, for increasing the number of cycles 
in the iterative coordinating of plan decisions and calculations and for broad- 
ening the range of problems solved. At the same time, with the elaboration of 
the ASPR planning activities have come to include formalized concepts of the 
economic planning problem, planning techniques and other means for describing 
the planning processes. This has made it possible to design them effectively 
and in a logically clear manner. B. A. Rayzberg and G. I. Kuranov also took up 
questions related to the second stage of the ASPR. 


In the section's work great attention was paid to the problems of working out 
and realizing comprehensive national economic programs. In particular, M. L. 
Raman (Latvian Gosplan) shared the experience of specific program planning and 
the realizing of specific comprehensive programs as acquired in this republic. 
Here they have provided an original and effective solution for a number of 
problems related to the formulating of the specific programs, to organizing the 
control of their realization and the organic incorporation of them into the 
national economic planning system. However, the setting up of special "staff" 
groups for control and coordination has not been "legitimized" (the republic 
has experience in establishing such bodies) and the encouraging of the program 
measures has not been worked out. 


The reports noted definite advances in the given area. The USSR Gosplan has 
established and approved procedural provisions for working out the national eco- 
nomic programs and there is serious methodological work on certain related 
problems. At the same time many of the questions involved in controlling the 
implementation of the programs and their coordination with the nation's economic 
and social development plans are still waiting for their solution. Thus, M. K. 
Klimov (USSR Gosplan), Ye. D. Novikov and Yu. M. Samokhin (TsEMI), having ana- 
lyzed the actual employment of the comprehensive programs, pointed out that for 
now the specific program methods have still not fully disclosed their capabili- 
ties. In particular, there is an alarming abundance of programs being worked 
out and carried out simultaneously as well as a lack of clarity and different 
demands for them. 





¢ See their article in our journal, No 4, 1983. 
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Ye. G. Yasin (TsEMI) took up the relationship of planning and the economic 
mechanism for realizing the plans, having emphasized that the existing detailed 
recommendations are, unfortunately, being introduced slowly and half-heartedly. 
For example, even where the norms for the payment for productive resources are 
employed, this is not being done comprehensively, there is not enough flexibil- 
ity and most importantly there is no coordination with the plan. For overcom- 
ing the designated shortcomings it is essential to have a unity of the plan 

and economic norms and primarily prices. The speaker made a prop»xsal for a 
procedure tc work out the norms and introduce them in practice. This will cre- 
ate the prerequisites for strengthening cost accounting and broadening enter- 
prise independence. 


V. A. Zhitkov and K. V. Kim (TsEMI) analyzed certain opportunities of simula- 
tion modeling for selecting and assessing recommendations to improve the eco- 
nomic mechanism for managing and coordinating the decisions being made. 


In the section on "Methods and Models of National Economic and Regional Plan- 
ning and Forecasting" (1l basic papers and 52 exhibits), basic attention was 
focused on the problems of introducing models for a central complex of ASPR 
problems relating to the second stage of this system. At present, we can al- 
ready speak about the direct use of intersectorial models in preparing the 
draft plans, however still to be solved are the questions related to the organ- 
izing of the data flows for filling out the models, to the transition to plan- 
ning from needs and so forth. The need was pointed out of paying more at‘en- 
tion to acquiring and generalizing experience in constructing the models and 
more widely utilizing the ones which have been worked out and which have under- 
gone experimental and practical testing. This was described in detail by 

Ya. M. Urinson (GVTs of the USSR Gosplan). 


Another group of problems was devoted to improving the mathematical economics 
models themselves and to bringing them closer to the actual problems which 
arise in the process of converting the economy to predominantly intensive de- 
velopment. Among these are: introducing the achievements of scientific and 
technical progress, resource interchangeability, mechanization and automation 
of labor processes and so forth. 


A significant portion of the reports, basicaily prepared by representatives 
from the Union republics, was devoted to developing methods of regional model- 
ing, primarily of the macro- (a system of models, intersectorial and econo- 
metric models) and micro-regional levels (modeling the TPK) and environmental 
conservation measures. In the research more and more attention is being given 
to describing social processes and, in particular, to modeling the processes 
of the movement of labor resources and the population, the reproduction of 
labor resources and so forth. 


F. N. Klotsvog (NIEI of the USSR Gosplan) described a system of six intersector- 
ial models which have been worked out now at the institute: consolidated bal- 
ance and optimization dynamic ones; static as well as semidynamic and dynamic 
optimization models for a physical-cost intersectorial balance; a model for 
planning financial proportions. Having analyzed the functions performed by 

the intersectorial models, the speaker pointed out that the elaborated system 
cannot be considered complete as it reflects only the stage reached in the de- 
velopment of intersectorial research and will be enriched. 
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E. F. Baranov (TsEMI) set out the tasks involved in improving the methods of 
modeling the regional economy, A. G. Granberg (IE OPP) examined the questions 
of synthesizing regional and national economic models, E. Turkebayev, S. Bayza- 
kov, Zh. Yertlesova and Ye. Utembayev (NIEIPiN |?Scientific Research and Exper- 
imental Institute for Planning and Norms] under the Kazakh Gosplan) formulated 
certain common-system demands on optimizing the regional economy, M. M. Albegov 
and A. V. Kil'tsov (TsEMI) characterized the range of models being worked out 
for the regional level and designed for subsequent incorporation in the system 
of the national economic planning models and R. L. Rayatskas (Vilnius State 
University) proposed principles for the fullest consideration of ecological 
problems in modeling socioeconomic development. 


At the section on "Methods and Models for Optimum Planning and Forecasting in 
Sectors" (11 basic papers and 49 exhibits), it was pointed out that the sector 
is a sphere of intense scientific research and applied developments in the 

area of optimizing economic decisions and that here the question of creating 
and employing mathematical economi:s models and methods is in full swing. Cor- 
respondingly, rich experience has been gained and this was reflected in the 
reports. A number of them was devoted to investigating the theoretical and 
methodological problems of improving the principles and methods of sectorial 
planning on the basis of employing mathematical economics methods with the iso- 
lating of the range of questions related to forecasting, long-range, medium- 
term and current planning. Thus, 0. V. Golovanov and S. A. Yemel'’yanov (VNIPI 
OASU [All-Union Scientific Research and Design Institute for Sectorial Auto- 
mated Management Systems|) generalized and analyzed the experience of optimum 
planning in the instrument building sector and provided an unique inventorying 
of the urgent problems involved in working out model, program, procedural and 
other tyves of support for optimization calculations in the OASU. Among the 
reports in this group we must also mention those where chief attention was 
given to analyzing the interaction of the methodology of optimum sectorial 
planning with the existing economic mechanism and to working out the structure 
and principles tor the functioning of a system of mathematical economics models. 
V. V. Kuleshov, V. V. Radchenko and N. V. Chernaya (IE OPP), I. V. Nit (MGU) 

and others took up these questions. One must note the clearly increased desi~2 
of the researchers in the model constructs to more fully consider the real con- 
ditions of the functioning of the sectorial production and organizational struc- 
tures (in particular, such features as the ambiguity of the initial information, 
the substantial “horizontal," often informal ties with other sectors and 
branches of the national economy, the presence of unformalized stages in plan- 
ning techniques). 


Having emphasized that the successes in the positing and solving of "ideal" 
problems in optimum planning have made it possible to move on to the construct- 
ing of complexes of planning models, K. A. Antanavichyus (Vilnius Construction 
Engineering Institute) proposed constructing a system of models for the func- 
tioning of the corresponding economic projects. These systems would consist of 
heterogeneous mathematical economics models and calculation algorithms and 
would also encompass the comprehensive normative reference base, the processes 
for preparing the initial data and generating numerous possible production and 
technological situations and their probability estimates, including subjective 
ones. 


14 








The designated trend in the development of the methodology of sectorial opti- 
mization research has been apparent in the fact that a significant group of 
works was represented which set out the specific experience and results of 
modeling the schemes for taking planning decisions with the incorporation of 
optimization models and methods in them as well as the elaborating of the 
corresponding means of support and realizing the schemes under the conditions 
of long-range and current planning of the individual sectors and intersectorial 
complexes. Among these were the papers of V. D. Marshak (IM [Mathematics 
Institute] of the Siberian Division of the USSR Academy of Sciences), B. P. 
Suvorov (TsEMI), Yu. Ye. Kushniv, A. S. Nekrasov and T. M. Polyanskaya (ENII 
[Power Institute] imeni G. M. Mrzhizhanovskiy), V. G. Martynov (TsEMI), 0. B. 
Braginskiy (TsEMI) and others. The principles formulated in these papers for 
the individual sectors for the modeling and functioning of the model schemes 
are of an importance going beyond the limits of the designated sectors. 


The section also took up the scientific results obtained in almost 40 sectors 
and subsectors of the national economy and this in and of itself bespeaks the 
scale of the work being done. 


The basic questions examined in the section on "Methods and Models of Optimum 
Planning for Associations and Enterprises" (9 basic papers and 37 exhibits) 
were the systems optimization of production management and the development of 
various types of ASUP. 


V. V. Shkurba (Cybernetics Institute of the Ukrainian Academy of Sciences) 
pointed to the necessity of integrating the employed models (as modules) into 
an integrated modeling function and which requires a developed multilevel sys- 
tem of interrelated information and algorithmic means. In particular, he rec- 
ommended using so-called modifying modeling. 


The other papers analyzed the new possibilities of developing maragement sys- 
tems for enterprises (V. N. Andreyev from the Leningrad Financial-Economics 
Institute) and associations (V. I. Danilin, N. V. Makhrov and A. A. Modin -f 
the TsEMI), with the optimizing of the management of these units being viewed 
as an inseparable part of optimizing the economic mechanism as a whole. In 
particular, V. N. Andreyev proposed establishing enterprises with a special 
collective-use status and these would produce types of products the demand for 
which is hard to forecast. Certain principles in constructing the multilevel 
production management systems were described by T. P. Podchasova (Cybernetics 
Institute of the Ukrainian Academy of Sciences). Among these the central place 
was held by the principles of systems optimization as formulated by Academician 
V. M. Glushkov. 


A number of speakers investigated particular questions in the forming of ASUP 
at enterprises in different sectors and particularly the experience gained in 
this area. Thus, N. 0. Vil'chevskiy and A. A. Pervozvanskiy (Leningrad Poly- 
technical Institute) told about the management of production stocks, M. V. 
Portugal and V. K. Kublikov (Odessa Polytechnical Institute) described the 
organizational structure of operational management. 


In the discussion greater interest was apparent in working out models which 
would reflect the real conditions for the functioning of the modeled systems 
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more completely than did classic ones. In particular, it was a question of 
planning and management models for conditions of incomplete information, of 
considering random factors as well as social and psychological aspects in them. 
The results were given of machine experiments for analyzing the effectiveness 
of different variations of the economic mechanism for enterprises. 


I. M. Bobko (VTs [Computer Center] of the USSR Academy of Sciences) studied the 
particular features of the methods of utilizing optimization methods in the ASU 
and L. Sh. Gaft (IEP of the Ukrainian Academy of Sciences) took up the organi- 
zational questions of introducing optimization problems at the industrial en- 
terprises. N. B. Mironosetskiy (IE OPP) pointed out that the basis for the 
extensive introduction of optimization models is their employment in an inter- 
active mode with a developed dialogue support and the organizing of business 
games on this basis. Experience in this area can be found at the Siberian 
Division of the USSR Academy of Sciences (the Sigma Management System). 


The section on "Mathematical Support for the Tasks of National Economic Plan- 
ning and Management" (7 basic papers and 31 exhibits) pointed out that the 
mathematical support |software] for mathematical economics modelin: is being 
worked out within the research on the most different subjects (economics, 
computer mathematics and programming). Basically, three aspects of this range 
of questions were examined: in the first place, the problems of developing a 
system of notions and modeling the relationships of economic agents in complex 
economic systems; secondly, mathematical programming (linear, nonlinear, convex 
and discrete); thirdly, the state and prospects for the development of applied 
Statistics. 


In the first of the designated areas, a paper was given by the Corresponding 
Member of the USSR Academy of Sciences V. L. Makarov (Mathematics Institute of 
the Siberian Division of the USSR Academy of Sciences) who analyzed the connec- 
tion and relationship of the concepts of desirable economic states which are 
based both on the postulate of individual rational conduct and collective ra- 
tional behavior (Pareto-optimum states, the economic core and economic equi- 
librium); a vast class of trajectories (and the mechanisms giving rise to them) 
capable of converging on the desired economic states was also examined. V. M. 
Polterovich (TsEMI) pointed out certain fundamental problems arising within the 
new economics mathematical apparatus which in recent years has been developed 
both in our nation and abroad; an apparatus related to investigating the func- 
tioning of economic systems with "non-ideal" (for example, unequal) prices. 


L. G. Babat, S. G. Vleduts, Ye. V. Levner, A. A. Fridman, M. A. Frumkin and 

Yu. I. Khmelevskiy (TsEMI) investigated the problem of the complexity of dis- 
crete optimization problems and the approximate methods of solving them and 
they gave a review of the methods and achievements in the area of constructing 
the corresponding algorithms. A. S. Nemirovskiy (MGU) and Yu. Ye. Nesterov 
(TsEMI) reported on the complexity of optimum algorithms in another area of 
programming, in convex programming. E. P. Borisova, Ye. G. Gol'shteyn, K. V. 
Kim, U. Kh. Malkov (TsEMI) and A. I. Stanevichyus (VTs |Computer Center] of the 
USSR Academy of Sciences) gave a review on the basic areas where in recent 
years the elaboration of linear programming (LP) methods has been concentrated. 
From the theoretical results in LP in the report, the following should be par- 
ticularly mentioned: the establishing of the polynomial complexity of LP 
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problems, estimates for the average number of iterations in the simplex method 
and new methods of eliminating recycling. Also described were the state of the 
program support for LP, the trends of its development and the methods of ascer- 
taining the best program means. 


S. A. Ayvazyan and N. G. Zagoruyko (TsEMI) devoted their paper to the attempt 
to employ and the prospects of developing applied statistics in solving various 
socioeconomic problems. 8. G. Mirkin (TsEMI), V. T. Perekrest (ISEP |?Insti- 
tute for Socioeconomic Planning|) and Yu. N. Tyurin (MGU) described the basic 
results and problems in the area of constructing the mathematical, methodologi- 
cal and program support for processing nonquantitative-type data arising in 
socioeconomic research. In particular, they examined models designed to ana- 
lyze rankings, groupings, for describing features and investigating relation- 
ships (including multidimensional scaling). 


At a session of the section it was pointed out that there must be a further im- 
provement ii the system of mathematical economics concepts as this should serve 
as the basis for modeling economic systems. Many concepts employed by econo- 
mists require the constructing of the corresponding mathematical structures. 
Optimization methods are a rather mature system both in applied and theoretical 
terms. There must be a comparative analysis of their program support employed 
in various organizations. The section gave a number of examples of the elabor- 
ation of not individual programs but rather program complexes for various prob- 
lems of mathematical economics modeling; however, much remains to be done in 
this area. 


The conference recommendations emphasized that the decisions of the 26th CPSU 
Congress and the November (1982) Plenum of the CPSU Central Committee demand 
that economists raise to a new level the research related to developing the 
theory and methodology of planning and management for a socialist economy. The 
task is, in ensuring the development of fundamental research, to increase the 
effectiveness of the applied studies aimed at improving planning and management 
of the national economy as a single complex. 


Having noted the successes and shortcomings in the area of working out mathe- 
matical economics methods and models designed to improve management and plan- 
ning, the conference recommended, in particular: 


1. In the area of the economic theory of developed socialism to focus efforts 
on the pertinent questions of the optimum functioning of the socialist economy 
and improving the economic mechanism, including: 


a) Creating an integrated concept of optimum planning and functioning of the 
socialist economy; considering social factors and their organic combining and 
interaction in the economic research; research on theoretical questions of Link- 
ing the plans into a single system, increasing the level of coordination in the 
sectorial, territorial and program aspects of the plan; the theoretical basing 
of practical proposals for a rational combining of centralized planning with 

the development of the economic independence of enterprises and associations 

and further developing the creative activities of the labor collective; 
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b) Working out methods for ensuring the balancing of the physical-material 

and value aspects as an essential condition for optimizing the functioning of 
the economy; principles for constructing a system of optimum resource estimates 
and the problems of their employment in the process of improving the planned 
price systxm and economic norms; problems of forming and utilizing reserves ard 
the management of production inventories in the single national economic com- 
plex; 


c) Improving distribution relationships in the system of the optimum function- 
ing of the national economy and in the problems of the prosperity of the people. 


2. In the egrea of the methodology, theory and practice of integrated socio- 
economic planning, research should be developed in the following areas: the 
methods of studying the goals of the economic and social development of the 
nation and their concretization in specific indicators and norms of the long- 
range plan; methods of coordinating the goals and resources in socioeconomic 
planning and assuming an analysis of the structure and dynamics, an assessment 
of the flexibility of the resource potential and consideration of the factors 
of ambiguity and inertia in its development; the methods of forming the concept 
of national economic and social development for the long run; the methodology 
of establishing specific programs, their coorelating with the economic and 
social development plans, the methods of constructing and implementing the pro- 
grams to solve socioeconomic and scientific-technical problems; approaches to 
elaborating and coordinating the systems of indicators for the long-range, 
medium-range and short-range plans. 


3. In the area of constructing sets of models for long-range and current plan- 
ning of economic development for the nation and the regions, in the aim of 
elaborating recommendations for incorporating these in the ASPR, primary atten- 
tion should be given to the following: 


a) To the development goals of the socialist economy and their adequate reflec- 
tion in the svstem of optimality criteria of different levels as well as to the 
principles for coordinating the models reflecting various aspects in the func- 
tioning of the socialist economy; to improving the existing means of modeling 
economic processes and to developing new ones; to developing systems of nation- 
al economic planning models which provide for the simultaneous determining of 
the planning proportions and the parameters of the economic mechanism; to re- 
flecting the impact of socioeconomic factors on planning decisions in the sys- 
tems of models; to determining the most effective areas of regional development 
considering scientific and technical progress and its socioeconomic conse- 
quences; to reflecting, in particular, the agglomeration effect of production 
concentration in the models; 


b) To strengthening the coordinating of research in the area of systems eco- 
nomic modeling on the national economic and regional levels; to preparations for 
the regular (once every 5 years) carrying out of combined calculations by the 
central and regional economic institutes in the aim of establishing the quanti- 
tative indicators in the comprehensive program for scientific and technical 
progress, the overall concepts and draft of the basic directions of economic 
and social development for the period of the long-range plan, as well as 
schemes for the development and placement of production using mathematical eco- 
nomics models and their systems. 
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4. In the area of sectorial optimization, in considering the existing procedur- 
al and organizational difficulties in carrying out the work and, in particular, 
in the stage of introducing the results of the optimization calculations, the 
following is essential: to better consider the specific features of the sec- 
tors, the conditions of the current economic mechanism and the trends in its 
improvement, having paid particular attention to establishing and introducing 
current planning systems for the production and distribution of the products; 
to strengthen attention to the procedural and organizational-legal support 

for the conditions of employing mathematical economics methods and computers 

in planning practices as well as to the constructing and introducing of eco- 
nomic organizational schemes for taking planning decisions based on optimiza- 
tion calculations; to broaden research on the questions of constructing a sys- 
tem of optimum planning models for the nation's agroindustrial complex con- 
sidering the particular features of the regions and the ties of the agroindus- 
trial complex with the other national economic complexes. 


5. In the area of the methods and models for the optimum planning of operations 
by the associations and enterprises, the efforts of specialists must be concen- 
trated on the following: working out the questions of modeling and assessing 
the effectiveness of the economic mechanism in improving intereconomic ties; 
developing the methodology of systems optimization (considering the interaction 
of the enterprise with the management bodies and the supply and cunsumer organ- 
izations) which would ensure the effective adjustment of production to the end 
national economic results; modeling plans as multilevel hierarchical structures 
and creating sets of models for decision taking to be utilized by various ele- 
ments in production management; modeling the development of the production asso- 
ciations; constructing a set of models for calculating the draft five-year p‘ans 
and investigating variations in the long-range development of the production 
associations. 


6. In the area of working out the mathematical apparatus for mathematical eco- 
nomics modeling, it is essential: a) to develop a system of mathematical eco- 
nomics concepts and corresponding mathematical constructs as well as new ideas 
and methods for analyzing the rathematical economics models considering the 
factor of multiple criteria, incompatibility as well as stochastic and accuracy 
factors; to continue research aimed at developing the concept of complexity and 
assessing the complexity of various classes of optimization problems and in- 
creasing the effectiveness of the algorithms in mathematical programming; 


b) To strengthen research on establishing a unified methodology to construct 
statistical solving rules as well as permanent statistical data and methods for 
processing different types of data; 


c) To improve the program support for the problems of optimization and applied 
statistics in the aim of establishing program-oriented files, libraries and 
modules of programs designed for use on various levels of economic modeling, 
planning and management. 


The recommendations also emphasized the importance of the following: research 
in the area of a scientific systemization of the optimization models and objects 
of management and the creation on this basis of a catalog of optimization prob- 
lems for their practical employment in plans and in introducing the ASUP; the 
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construction of simulation models for improving the methods of working out and 
implementing the plans as well as for research and a comparative evaluation of 
different variations of planning and economic incentive schemes; studying the 
questions of forming the information and technical base for the management of 
the unified national economic complex. Particular attention was paid to the 
necessity of improving the training of mathematician-economists and their em- 
ployment in the national economy. 


COPYRIGHT: Izdatel'stvo "Nauka", "“Ekonomika i matematicheskiye metody", 1983 
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PLANNING AND PLAN IMPLEMENTATION 


ELEVENTH FIVE-YEAR PLAN REACHES DECISIVE STAGE 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 1, Jan 84 pp 3-10 
[Editorial: "An Important Stage in the llth Five-Year Plan"] 


[Text] The 1984 State Plan for the Economic and Social Development of the USSR 
as approved basically by the December (1984) Plenum of the CPSU Central Com- 
mittee and adopted by the Ninth Session of the USSR Supreme Soviet, Tenth Sit- 
ting, is the next important stage in carrying out the quotas of the llth Five- 
Year Plan. 


The speech at the plenum by the General Secretary of the CPSU Central Committee 
and Chairman of the Presidium of the USSR Supreme Soviet, Yu. V. Andropov, con- 
tains a profound analysis of the 1984 plan which conforms to the political and 
economic strategy of the party as elaborated at the 26th CPSU Congress, the 
November (1982) and June (1983) Central Committee plenums. This important 
political document sets out the proposals and conclusions on the key economic 
tasks at the present stage and poses cardinal problems for further national 
economic growth and consistently improving the economy of a developed socialist 
society. 


In 1983, the crucial year of the five-year plan, in comparison with the first 2 
years of the five-year plan, higher rates were achieved for economic development 
and the growth of the people's prosperity, as well as absolute increases for a 
number of the general economic indicators. Conditions were created for fulfill- 
ing and cverfulfilling the plan in terms of the volume and rate of industrial 
production. The plan quotas were fulfilled for the effectiveness indicators 

and primarily for the growth of labor productivity. 


The volume of agricultural product, according to the preliminary data, increased 
by 4.6 billion rubles and the purchases of livestock, poultry, milk and eggs in- 
creased. 


In 1983, 3,700 types of new machinery, equipment, instruments and materials 
were put into production, a number of efficient production processes were intro- 
duced and the use of industrial robots was expanded. 


Using the state capital investments, the completion of fixed capital increased 
by more than 4 percent in comparison with 1982. 
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The program has been successfully carried out of further increasing the prosper- 
ity of the people. Average monthly wages of employees rose by 2.4 percent. 
Wages for kolkhoz members increased basically due to carrying out economic in- 
centive measures envisaged in the decisions of the May (1982) Plenum of the 

CPSU Central Committee. 


In 1983, housing construction, public education and public health were turther 
developed. 


As was pointed out in the speech of Comrade Yu. V. Andropov at the December 
(1983) Plenum of the CPSU Central Committee, the state plan should be a law in 
the economic life of all the economic sectors and for thousands of enterprises, 
associations and organizations. 


The 1984 plan quotas will be carried out under the conditions of an increased 
scale of industrial and agricultural production, the broadening of the nation's 
production apparatus on a higher qualitative basi: and increased skills of the 
workers, white collar personnel, engineers and technicians. Production automa- 
tion is to be carried out and there will be the broadest employment of computers 
and robots and the introduction of flexible production methods making it pos- 
sible to quickly and efficiently adjust production to the manufacturing of new 
products. 


For such production, even now we must have more and more specialists capable of 
responding quickly to the constantly updated and more complex technical and 
production tasks and skillfully carry them out. 


In today's situation, greater importance is being assumed by the concentration 
of material and financial resources on the most important, nearly completed 
projects and focusing attention on carrying out the tasks of the technical re- 
equipping and reconstruction of operatins enterprises. 


The plan for the last year of the llth Five-Year Plan will contain an extensive 
program for the development and modernization of the national economic sectors, 
for strengthening their material and technical base, for increasing the techni- 
cal level of production and the quality of the produced product, for improving 
the national economic infrastructure and further raising the standard of living 
of the people. 


The national income used for consumption and accumulation will rise in 1984 by 
3.1 percent in comparison with 1983; the industrial product by 3.8 percent, in- 
cluding 3.7 percent for the "A" group and 4.0 percent for the "B" group. The 
volume of gross agricultural product will increase by 6.4 percent, retail com- 
modity turnover by 5.4 percent and the real per capita income by 3.5 percent. 
Here in national income there will be an increased share in the consumption 
fund both absolutely and proportionately as well as absolute increases in the 
product volumes of industrial and agricultural production. 


The 1984 plan contains specific quotas for further increasing production ef- 
ficiency. Some 97 percent of the entire increase in national income will come 
from increased labor productivity; 90 percent for the growth of industrial 
product; in construction 90 percent of the increase in construction-installation 
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work will come from this factor; in agriculture and in rail transport, the en- 
tire increase, respectively, in the product volumes and traffic will be due to 
this. 


The Soviet people have responded ardently to the appeal contained in the speech 
of Comrade Yu. V. Andropov at the December (1983) Plenum of the CPSU Central 
Committee to achieve at a l-percent above-plan increase in labor productivity 
and reduce product costs an additional 0.5 percent, viewing this as an addition- 
al party quota for the plan. 


The 1984 plan quotas to an ever-greater degree are based upon the use of the 
achievements of scientific and technical progress in the national economy. The 
decree adopted in 1983 of the CPSU Central Committee and the USSR Council of 
Ministers "On Measures to Accelerate Scientific and Technical Progress in the 
National Economy" focuses the scientific and economic bodies on increasing the 
level and results of scientific research, on actively aiding in the large- 

scale introduction of scientific achievements into production and on concentrat- 
ing the scientific potential on carrying out the key tasks which ensure the 
satisfying of both the current as well as the long-range national economic 
needs. 


The ministries and departments in this regard must be constantly concerned with 
the questions of the scientific and technical reequipping of production and 
they must satisfy the demand for high-quality product. Measures must be taken 
to further strengthen all the units involved in the development and introduc- 
tion of new equipment, from the training of scientists and specialists, the 
accelerated construction and technical equipping of prototype and experimental 
facilities and production to establishing capacity reserves for working out and 
developing the output of progressive types of equipment and materials. One of 
the main areas of work in this field, starting in 1984, will be extensive auto- 
mation of the production processes based on the use of automated machine tools, 
machines and mechanisms, unified modules of equipment, robot installations and 
computers. 


It has been established that now quotas for technical and scientific develop- 
ment will be included among the most important indicators used to assess the 
results of the economic activities by the collectives and to sum up the results 
of the socialist competition. 


The 1984 State Plan for the economic and social development of the USSR includes 
over 1,150 quotas for putting new types of product in:o production and over 

380 quotas for introducing progressive production processes, equipment for the 
mechanization and automation of production. As a total, considering the plans 
of the ministries and departments, there are provisions to develop around 

3,900 new types of machines, equipment, instruments and materials. At the same 
time around 2,200 types of obsolete products will be taken out of production in 
industry and the old-fashioned production processes will be replaced. 


The putting of new technical means and progressive production processes into 
production as well as the planned expansion of the volume of their introduction 
will help to accelerate scientific-technical progress and to improve the general 
economic indicators for the development of the national economic sectors. 
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Much remains to be done for increasing product quality, and as a result of this 
the proportional amount of superior-quality industrial products will increase 
in the total volume of product output. 


We will continue to carry out the 170 national scientific-technical programs 
which envisage the further development of scientific research, design develop- 
ment and measures to introduce new equipment and production methods. 


In 1984, joint developments on a multilateral basis will be carried out on 
scientific and technical problems by scientists from the USSR and the CEMA mem- 
ber nations, including the problems contained in the Coordinated Plan for Multi- 
lateral Integration Measures of These Nations for 1981-1985 as approved by the 
35th CEMA Session. 


A characteristic feature of today's stage of economic development is an in- 
creased role and responsibility for the planning and economic bodies in the 
greatest possible improvement in the quality indicators, including the more 
economic consumption of raw products, materials, fuel and electric power. 


The question of observing economy conditions have been constantly at the center 
of attention for the party and government. However, it must be pointed out 

that certain ministries and central departments still do not provide a proper 
level of work in the rational use of raw products and materials and in combat- 
ing losses, waste and mismanagement. Material resources are allowed to be 
wasted, the necessary accounting and safekeeping of them are not ensured, loss- 
es from bad workmanship are high, and sometimes the plan norms are overstated 

in comparison with what has actually been achieved. In line with this, the 

1984 plan, along with reducing the consumption standards for material resources, 
has envisaged quotas for reducing the overall consumption of these resources 

for the specific allocation holders. This obliges the ministries, departments 
and Union republics, on the basis of the designated quotas, to set differenti- 
ated and careful, technically sound quotas for the associations, enterprises, 
construction projects and organizations in the area of an additional reduction 
in the consumption of material resources so as to reduce the material intensive- 
ness of social production as a whole. 


There are also great reserves in the sphere of employing ferrous metals. Posi- 
tive experience in this area has been acquired by the workers and specialists 
of Chelyabinsk Oblast. The oblast's enterprises widely employ low-waste and 
waste-free production methods and mass certification of the parts and assem- 
blies for material intensiveness; cost accounting, personal and collective 
thriftiness accounts are being introduced in the production units. 


We should also note the experience of Saratov Oblast in the saving of fuel and 
energy resources and here they have achieved an increase in the production 
volumes that is twice the amount of the increase in electricity consumption. 

The measures carried out in the oblast have made it possible during the Tenth 
Five-Year Plan and over the 2 years of the llth Five-Year Plan to save a signif- 
icant amount of electric energy, heat and fuel. The rational consumption of 
fuel and energy here is directly reflected in the socialist obligations, in the 
summing up of the competition results as well as in the moral and material in- 
centives. 
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Each year the mining industry delivers to the national economy more than 15 
billion tons of mineral raw materials, including more than 1.5 billion tons of 
ores. In line with the decline in the metal content in the ores and the in- 
creased need of the national economy, the volume of ore mass removed doubles 
approximately every 10 years. 


For ensuring the economic and complete use of the raw materials, a specific 
comprehensive scientific and technical program "The Development of Equipment 
and Methods for Mining and Enriching Minerals and Introducing Cyclical and Flow 
Methods for Strip Mining" has been worked out. It provides the following: the 
creation of progressive production processes and equipment for mining and proc- 
essing the ores of ferrous, nonferrous and precious metals, increasing the com- 
plete extraction of the useful components and the comprehensive employment of 
the mineral raw material. Even during the llth Five-Year Plan, the carrying 
out of this program will provide a tangible effect to the national economy. 


A characteristic feature of the 1984 plan is the more rapid growth of the manu- 
facturing sectors of industry. Thus, with a rise of 3.8 percent for industrial 
product as a whole, the product of the manufacturing industry will increase by 
4.4 percent, including by 5.8 percent for machine building. 


The indicators for the development of the agroindustrial complex for 1984 have 
been worked out in accord with the decisions of the May and November (1982) 
Plenums of the CPSU Central Committee as well as the quotas of the Food Program. 
In comparison with 1983, the kolkhozes and sovkhozes will receive increased de- 
liveries of agricultural equipment, mineral fertilizers and plant protection 
chemicals. 


Of great importance for the further development of agricultural production is 
the recently adopted decision of the Politburo of the CPSU Central Committee on 
working out a long-range program for land reclamation in the aim of creating a 
guaranteed food supply and increasing the well being of the Soviet people. 


At present, the improved lands produce ail the cotton and rice, two-thirds of 
the total amount of vegetables, around one-half of the fruits and grapes and 
one-quarter of the amount of succulent and coarse feed. However, for the con- 
sistent and successful implementation of the Food Program, it is essential to 
raise reclamation to a qualitatively new level and more fully utilize its capa- 
bilities for increasing the production of agricultural products and raising the 
stability of farming. 


The experience acquired in this area and the presence of a network of water 
management organizations which possess solid production facilities and stable 
collectives of land reclamation specialists have made it possible to carry out 
difficult and large-scale tasks in the development of this sector on the basis 
of a comprehensive long-range program. In working it out, prime attention will 
be given to implementing measures which ensure the obtaining of a high return 
from the irrigated and drained lands on the basis of improving their condition, 
better operating the water management systems, widely introducing efficient ir- 
rigation methods and a rational planting structure, carrying out conservation 
projects and redistributing the water resources in the interests of the national 
economy. 
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All types of transport will undergo further development on the basis of improv- 
ing the organization and increasing the efficiency of their operations, in par- 
ticular, by eliminating stoppages and empty runs of the means of transport. 

The freight turnover of all types of transport will increase by 3.1 percent, in- 
cluding by 1.8 percent for rail transport. This will basically meet the needs 
of the national economy for shipments. 


In the area of capital construction, the plan quotas envisage the primary chan- 
neling of capital investments, material, technical and labor resources into the 
technical reequipping and reconstruction of existing enterprises, reducing the 
number of newly started projects and the amount of incomplete construction as 
well as the inventories of uninstalled equipment. The technological structure 
of the state capital investments will be improved with the share of expendi- 
tures on equipment in the capital investments comprising around 42 percent. 


The state capital investments in 1984 have been set at 129.4 billion rubles. 
Here the growth rates of the fixed capital put into operation will be 5.8 per- 
cent with a growth of 5.2 percent for the state capital investments. 


The ultimate aim of the quotas in the plan for the development of the national 
economy in 1984 is a further rise in the standard of living of the people. 

Real per capita income will rise by 3.5 percent and the public consumption funds 
by 3.7 percent. 


In 1984, housing will be built with a total area of 109 million m*. This will 
be 6.6 percent more than the quotas of the five-year plan for 1984. The physi- 
cal plant of education, public health as well as the service sphere for the pop- 
ulation will undergo further development. 


The party and government are paying constant attention to increasing production, 
to improving the assortment and quality of the commodities in mass demand as 
well as to broadening the volume and type of services rendered. However, as yet 
the level of supplying the public with individual goods and services, their 
quality as well as the level of service lag behind the needs of the Soviet peo- 
ple and cause legitimate complaints from the workers. In this context the 
Politburo of the CPSU Central Committee has felt it necessary to work out a 
comprehensive program for developing the production of consumer goods and a 
system of public services, bearing in mind the fullest satisfaction of the di- 
verse needs and requests of the Soviet man. The program will be worked out as 
part of the 1986-1990 Five-Year Plan and the Basic Directions for the Economic 
and Social Development of the USSR for the Longer Run. 


The successful implementation of the 1984 plan must be aided by the measures 
outlined both of an organizational and an economic sort. The ministries and 
departments have been instructed to pay basic attention to a fundamental im- 
provement in the use of production capacity at the operating enterprises and 
to carry out specific measures to eliminate bottlenecks and remove the dispro- 
portions in the development of the related sectors and types of production and 
thereby increase the product production volume. 


Of essential significance for carrying out the 1984 plan will be the decisions 
adopted by the party and the government to improve planning, management and 
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incentives. As was pointed out at the June (1983) Plenum of the CPSU Central 
Committee, to ensure smooth, continuous work of the entire economic mechanism 
is a problem for today and a program task for the future. "Of course, com- 
rades," said Yu. V. Andropov, “in an economy of such a scale and such complex- 
ity as ours, it is essential to be strictly cautious. Here, as never before, 
the saying fits: measure seven times and cut once. For precisely this reason, 
in preparing for major decisions, we must endeavor to carefully study each 
question, we must resort to large-scale experiments in order calmly and without 
hurry to study how the proposed innovations will operate and how they will in- 
fluence planning and labor discipline, labor productivity and the efficiency of 
social production as a whole." 


The adopted decree of che CPSU Central Committee and USSR Council of Ministers 
"On Additional Measures to Broaden the Rights of Industrial Production Associa- 
tions (Enterprises) in Planning and Management Activity and in Strengthening 
Their Responsibility for the Work Results" involves primarily the activities of 
the basic element in the management systein of industry, that is, the production 
associations and enterprises where materials are directly created. The produc- 
tion associations and enterprises should organize their work in such a manner 
as to achieve a correct reconciling of state and collective interests proceed- 
ing from the priority of the interest of the entire state and the entire people. 


As is known, even in 1965, measures were adopted aimed at more closely coordi- 
nating centralized planning with cost accounting incentives for enterprise 
operations, at increasing the incentive for the labor collectives to achieve 
high work indicators and the economic use of resources. Such an approach was 
further developed in the decree of the CPSU Central Committee and the USSR 
Council of Ministers adopted in 1979 and aimed at improving the economic mech- 
anism. Experience in recent years has shown that the ways for improving the 
economic mechanism were correctly set. Definite positive results have been 
achieved. 


At the same time, it has been discovered that in the management system there 
still is excessive control over the work of the associations and enterprises 
and their rights have been limited in using capital and the incentive system as 
well as in taking various economic decisions. All of this impedes the initia- 
tive of the associations and enterprises and reduces their interest in seeking 
out reserves for increasing production and improving its efficiency. For this 
reason the task was set of establishing those specific forms and methods of 
management which would free the associations and enterprises from excessive 
"meddling" with a simultaneous rise in their responsibility for the results of 
the work. 


A major economic experiment is to be carried out in the associations and enter- 
prises of five different industrial sectors: the USSR Ministry of Heavy and 
Transport Machine Building, the USSR Ministry of Electrical Equipment Industry, 
the Ukrainian Ministry of Food Industry, the Belorussian Ministry of Light In- 
dustry and the Lithuanian Ministry of Local Industry. Such an approach makes 
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it possible to more fully consider the particular features of each sector and 
then generalize the positive experience and disseminate it to the enterprises 
of other ministries. 


The essence of the experiment consists primarily in broadening the involvement 
of the associations and enterprises in working out the plans. For this purpose, 
the range of plan indicators set for them has been reduced, while the role of 
the contracts concluded by the enterprise (association) with its partners has 
been increased. Conditions have been created for increasing the interest and 
responsibility of the enterprises in working out tauter quotas which more 

fully consider their capabilities and reserves. In the experiment an important 
place has been given to economic norms which determine the measure of mutual 
dependence between the work results and the resources. 


The tasks outlined by the 1984 plan are truly grandiose. But the broader the 
scale of these plans and our production tasks, "the more persons there should 
be the millions of whom must be involved in independent participation in carry- 
ing these tasks," commented V. I. Lenin.¢ 


The socialist competition is an effective means for increasing the activity of 
the working masses aimed at carrying out the annual and five-year plans. A 
particular feature of this powerful lever for economic growth at the present 
stage lies in its scale and qualitative improvement. First of all, this has 
been caused by the development of production relations where the center oft 
gravity has shifted from extensive, quantitative growth factors to intensive, 
qualitative management methods. Chief attention is being focused on accelerat- 
ing the growth of labor productivity, improving product quality, increasing the 
production volume, on the unfailing fulfillment of deliveries under contract~ 
and orders, on saving labor and material resources, on better utilizing pro c- 
tion capacity, on introducing the achievements of scientific and technical jf rog- 
ress into production, on improving the organization of production and on 
strengthening labor discipline. 


The competition and the counterplans adotped by the labor collectives have begun 
to interact in a more organic manner. At present, it is particularly important 
that the counterplans be coordinated and securely linked with the capabilities 
of suppliers included in the system of subcontracting ties so that their par- 
ticipation ensures greater production efficiency and higher product quality. 


The law adopted on the labor collectives and increasing their role in the man- 
agement of the enterprises, institutions and organizations has created a firm 
base for more active involvement of the workers in management questions. All 
material values are created directly in the labor collective which is the basic 
cell of Soviet society, our plans are actually carried out in it, and the desig- 
nated goals are realized. At present, all the key questions of production and 
social development at the enterprises should be solved with the active involve- 
ment of the labor collectives. Their role has been increased in working out 

and discussing the plans and in solving questions concerning the vital 
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activities of the collectives, including the setting of additional benefits and 
advantages for innovators, production pacesetters and so forth. 


The successful carrying out of the 1984 plan, undoubtedly, involves the great- 
est possible rise in labor discipline. The successes of the pacesetters are 
largely ensured by the fact that in the collectives where they work, a strength- 
ening of planning and labor discipline is viewed not as a brief campaign but 
rather as an essential condition for the clear organization of production. And 
where the matter is approached as if a campaign and they limit themselves to 
talking about the strengthening of discipline, labor productivity does not rise 
and the plans are not completely fulfilled. 


Of great importance in this regard are the Decree of the CPSU Central Committee, 
the USSR Council of Ministers and the AUCCTU "On Strengthening Work in Improving 
Socialist Labor Discipline" and the Decree of the USSR Council of Ministers and 

the AUCCTU "On Additional Measures to Strengthen Labor Discipline." 


The adopted documents have been dictated by the vital interests of our society 
and they express the firm will of the Soviet people. Socialist discipline is 
not merely the strict observance of the rules of inner order, but also a con- 
scious, creative attitude toward one's work, the ensuring of its high quality 
2nd the productive use of working time. It is no secret that sometimes during 
working hours all sorts of meetings, rallies, sports contests, rehearsals of 
amateur artistic activities and tourist trips are held. At all enterprises 
and organizations, strict order must be imposed on these questions in accord 
with the current legislation. 


Thus, in the course of carrying out the 1984 plan, basic attention will be 
focused on fulfilling the tasks which ensure the following: accelerating the 
growth rate of labor productivity by widely introducing scientific and techni- 
cal achievements and advanced experience into practice so that on this basis 
the standard of living of the Soviet people is increased; the more rapid growth 
of the end results of production in comparison with the growth of expenditures 
on a basis of the strictest saving of fuel, energy, metal and other materials, 
as well as improving product quality; the fuller utilization of production 
capacity at operating enterprises; reducing the number of newly started proj- 
ects and the amount of incomplete construction; accelerating the development 
and introduction of new machines, instruments and production methods and the 
consistent carrying out of a unified scientific and technical policy; increas- 
ing the production and procurement of egricultural products for carrying out 
the USSR Food Program; a further improvement in the organization and greater 
efficiency in the operation of all types of transport; creating material and 
financial reserves for ensuring the steady and rhythmical operation of the 
national economic sectors. 


The Soviet people view the decisions of the Deczmber (1983) Plenum of the CPSU 
Central Committee and Session of the USSR Supreme Soviet as their vital concern 
and are ready not only to fulfill the quotas of the 1984 plan but also to over~ 
fulfill them, in being profoundly aware that the 1984 plan will establish the 
basis for successfully carrying out the tasks of the llth Five-Year Plan as a 
whole and for elaborating the 12th Five-Year Plan for the nation's economic and 
social development. 


COPYRIGHT: "Izdatel'stvo ""konomika", "Planovoye khozyaystvo", 1984 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


INDUSTRIAL STOCK, CAPITAL RESERVES FORMATION EXAMINED 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 1, Jan 84 pp 98-105 


[Article by V. Shtundyuk, senior science associate at the Central Mathematical 
Economics Institute under the USSK Academy of Sciences: "On the Formation and 
Consumption of Material and Financial Reserves by Industrial Associations"] 


[Text] The rapid and planned overcoming by enterprises of various difficulties 
which arise unexpectedly in the course of routine production and economic ac- 
tivities, increased reliability of economic calculations and the accelerating 
of production development rates involve the need to use material, technical and 
financial reserves for these purposes. 


However, the establishing of these reserves at each enterprise in amounts suf- 
ficient for overcoming the arising difficulties is not only impossible due to 
the absence of the necessary resources for this but also is economically un- 
justified. Practice has shown that any attempts by certain enterprises to form 
surplus stocks as a "reinsurance" lead to the extended immobilizing of exten- 
sive materials, to the accumulating of some types and to a shortage of others. 
As a result, the enterprises, even those with significant stocks, still do not 
possess sufficient economic stability and in difficulties in the process of 
fulfilling the plan most often cannot independently provide production with the 
required resources. All of this determines the advisability of concentrating 
supplies on a level of a group of enterprises and creating material, technical 
and financial reserves in the all-Union and republic industrial associations. 


With such a forming of reserves, the daily requirements of the enterprises can 
be satisfied without establishing supplies for each of them for the entire 
range of resources required by the economic bodies with a simultaneous rise in 
the reliability of material, technical and financial supply. K. Marx wrote 
that "the higher the social concentration of stocks the relatively less these 
outlays become."! 


An industrial association is the unit directly responsible for the functioning 
and development of the enterprises, it directly controls their activities, it 
helps the subordinate enterprises reinforce the achieved successes and in the 





1 K. Marx and F. Engels, "Soch." [Works], Vol 24, p 164. 
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event of the occurrence of difficulties te overcome them. Precisely the in- 
dustrial associations should be the first link in the management hierarchy of 
industry which forms reserves to provide material or financial support to its 
structural subdivisions. 


The industrial associations can form reserves with an integrated consideration 
of the entire aggregate of corresponding diverse factors, primarily the oppor- 
tunities for combining the production processes, their intensification and the 
prompt withdrawal for repair of technologically interrelated groups of equip- 
ment from their various enterprises. The associations are capable of taking 
into account the particular features of the demand for various types of raw 
materials and other commodities, the amount of warehousing expenditures, the 
effect from combining material and monetary turnovers, the placement of the 
warehouse system and so forth. An industrial association knows the specific 
conditions for the operation of the departmental enterprises and periodically 
receives information on the course of this. 


The management apparatus of an industrial association is directly in touch with 
the enterprises. For this reason at the industrial associations the utilizing 
of reserves should be carried out with proper effectiveness. 


At the industrial associations the employing of reserves can be combined with 
the use of other cost accounting levers, such as: the varying of prices for 
products the circulation of which ends within the given association; the allo- 
cating of money trom the centralized production development fund and the uni- 
fied fund for scientific and technical development; the paying of remuneration 
for carrying out production assignments which are particularly important for 
the association as a whole. This makes it possible to merge the individual 
eonomic levers into a single force of economic influence on production and cir- 
culation, to effectively overcome the unfavorably developing trends and achieve 
economic progress. As a result, better conditions are provided for the optimum 
use of reserves and all other elements in the system of economic levers and 
maximum results are achieved with the minimum possible expenditures of the var- 
ious economic elements. 


The formation of reserves in the industrial production-economic complexes con- 
tributes also to the further development of cost accounting in the associa- 
tions. The latter possess a sound material and financial base and for this 
reason can form reserves from their own planned and above-plan sources on the 
basis of the principle of covering costs. At the same time, since the associa- 
tions accumulate resources during favorable periods of their operations for 
overcoming difficulties during other operational intervals, the reserves for 
economic regulation are an important means for ensuring and stabilizing their 
covering of costs. The maneuvering of reserves and the shifting of temporarily 
free funds from some enterprises to overcome failings in the activities of 
others stabilize payment turnover, they help to increase the operating results 
of each component part of the associations and they increase its material, 
technical and financial might as well as the degree of covering expenditures 
from the money received in the course of current operations. Moreover, this 
broadens operating independence of the associations and helps to fulfill the 
new functions in the production and commercial activities with a minimum out- 
lay of times and forces as well as to strengthen such an important principle in 
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organizing cost accounting as ruble control in the production and economic 
systems. Here one other important quality of it is also developed: mutual 
control by the management of the association, enterprises, and other parts of 
the production and economic complex. 


The material and financial reserves of the associations are an effective 

means for ensuring the proper production load on the equipment and for prevent- 
ing its unplanned stoppages. Without dependable supplies it is impossible to 
fully utilize the advantages of the associations in establishing specialization 
and even, flow operations. 


The industrial enterprises form the following types of reserves: wages, for 
raw materials, fuel, equipment and other material resources; credit; amortiza- 
tion deductions for major overhauls; financial assistance to the enterprises 
and economic organizations. 


The wage reserve is created by setting aside a portion of the funds allocated 

to pay the workers. When necessary, these funds are channeled by the associa- 
tions to replenish the wage funds of enterprises and other economic bodies, pri- 
marily with an increase in the output of products essential for the national 
economy, in developing the production of new products as well as in other in- 
stances involving an economically justified increase in production labor inten- 
siveness. 


The reserve of amortization deductions for major overhauls is spent to provide 
aid to enterprises and organizations when they do not have enough of their own 
resources for carrying out major overhauls on machinery and equipment. The 
total amount of the reserve should not exceed 15 percent of the association's 
amortization funds earmarked for major overhauls. 


The reserve for raw materials, fuel, equipment and other material resources is 
formed as a result of reallocating a portion of the funds for material and 
technical supply allocated to the ministry as a whole. The basic areas foi 
utilizing the given reserve by the association is to replenish the correspond- 
ing funds of the enterprises which have overfulfilled their production plans or 
are experiencing difficulties in raw products, materials and semifactures as a 
consequence of a change in the range of the produced products, an improvement 
in their quality and so forth. 


The reserve for providing financial aid to the enterprises and economic organ- 
izations is formed from deductions made by the enterprises in an amount set for 
each of them. Loans are granted from the reserve to the enterprises experienc- 
ing temporary financial difficulties because of supply failures; the carrying 
out of measures helping to improve product quality; to the introduction of pro- 
duction capacity; to delays in the payment of bills for dispatched goods and so 
forth. 


The credit reserve is a percentage left to the disposal of the association from 
the total credits allocated to it in accord with the credit plans of the USSR 
Gosbank and the USSR Stroybank. 
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Analysis shows that the correct formation and utilization of the material, 
technical and financial resources at the industrial associations have a posi- 
tive impact upon all the activities of the production and economic complexes 
and help to realize their significant possibilities for increasing the effi- 
ciency of production and circulation. At the same time, the acquired experi- 
ence also shows that the effect from the reserve funds of the industrial asso- 
ciations could be much greater. The achieving of a greater return is impeded 
by certain shortcomings in the current procedure for figuring and utilizing the 
reserve resources as well as in the practice of their employment. 


Recently it has become a practice of figuring the amortization deductions ear- 
marked for the repair of equipment during the first year of its operation as 
part of the fixed liabilities of working capital. Here they often refer to the 
fact that the fixed productive capital during the initial period of its employ- 
ment does not require repair. Such an approach to a certain degree is reason- 
able. However, it is impossible to agree completely with this. 


Even K. Marx pointed out that there are "infantile" and "elderly" diseases of 
equipment. The “elderly" technical wear is expressed initially in the form of 
unnoticed, covertly developing changes related chiefly to the evolution of the 
molecular state of the materials from which the equipment has been manufactured. 
These changes cannot always be measured but they then appear suddenly (breaks, 
cracks, burning out, ruptures and so forth). Insignificant and daily notice- 
able changes are characteristic for the initial period of operating the means 

of labor. 


The complete depriving of the sectorial economic management bodies of monetary 
resources for the major overhaul of new equipment during the initial period of 
its operation forces them to cure the equipment of the "infantile" diseases 
using their own working capital or to put off carrying out such repair work. 

The latter, naturally, leads to the premature wearing out of the fixed capital, 
to the overexpenditure of money for rebuilding it and to a distorting of the 
process of forming and utilizing the amortization deduction reserve for major 
overhauls. In compiling the financial plans of the ministries and their in- 
dustrial associations, it would be advisable to specifically ascertain the 

funds necessary for the repair of the means of labor during the first year of 
their operation and use the difference between the total amortization deductions 
for the major overhaul of the corresponding equipment and the estimated expendi- 
tures for carrying this out on increasing the fixed liabilities. 


In individual industrial sectors, the difficulties in forming reserve amorti- 
zation deductions for major overhaul and in employing them in accord with their 
specific purpose are caused by an increase in the relative amount of the wear 
on fixed productive capital in its total value due to a decline in the replace- 
ment rate of the means of labor. 


Eliminating a number of shortcomings in the practices of forming and utilizing 
the amortization deductions would help to increase the return from the amortiza- 
tion deduction reserve for major overhauls. Thus, the confiscating and addi- 
tional allocating of amortization resources far from always are carried out in 
accord with the financial plan. Often the free funds for major overhauls at 
some enterprises are mechanically turned over to other plants and factories. 
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At many enterprises and production associations the expenditures on major over- 
hauls are covered from the corresponding special account not as these are ac- 
tuallv made but only for completed projects. Offset operations have stiil been 
little developed in planned transfers of funds for amortization from the pay- 
ment account to the corresponding special account and in transferring money 

from the latter for major overhauls carried out by the direct labor method. 

This accelerates the accumulating of amortization funds in the special accounts, 
it creates better conditions for forming an amortization reserve and providing 
monetary support to the enterprises in carrying out planned repairs and also re- 
duces labor expenditures on drawing up the payment documents. 


The unjustified confiscation of the corresponding funds for financing state 
capital investments also reduces the effectiveness of forming and utilizing 
the amortization deduction reserve for major overhauls. 


At present, a certain portion of the amortization deductions earmarked for 
major overhauls is channeled by the enterprises and production-economic com- 
plexes into financing road construction although these are resources with a 
strictly designated purpose. A shortage of them tells negatively on the oper- 
ation of equipment and on the fulfilling of the state plan quotas. Such a 
practice also impedes the forming of the proper size of a reserve of amortiza- 
tion deductions for modernization. For this reason, obviously, it would be 
advisable not to divert the given resources into the construction ard repair of 
the local road network. The shortage of funds arising as a result of this can 
be made up by the corresponding deductions from the production development fund 
of the economic bodies. This measure will help not only to better maintain the 
equipment in a working state and create better conditions for the maneuvering 
of the amortization deductions but will also increase the incentive of the 
local bodies to have the enterprises and associations operate effectively. 


The increased cost of repairs caused by the incorrect operation of the equip- 
ment as well as the insufficient amount of repairs carried out by specialized, 
technically equipped contracting organizations seriously impede the forming of 
an amortization deduction reserve for renovation in the planned amount and the 
satisfying from it of the justified emergency needs of the plants and factories 
for money to overhaul the equipment. 


Sometimes the nonfulfillment of the repair plan is caused by the delayed trans- 
fer by the associations of money to the special account for the financing of 
major overhauls due to monetary difficulties being experienced by them. The 
Kemerovo Azot [Nitrogen] Production Association for this reason was unable to 
transfer to the special account for financing major overhauls just 12,666,000 
rubles instead of the planned 14,944,000; the Kemerovo Karbolit |Carbolite] 
Production Association instead of the planned 2,827,000 rubles was able to 
transfer only 2,049,000; at the Krasnoyarsklesprom |Krasnoyarsk Lumber Industry] 
Association, the shortfall of amortization deductions for major overhauls was 

4 million rubles. 


Instances have been observed of a shortage of funds for financing major over- 
hauls also as a result of utilizing these funds improperly, for example, for 
unplanned construction. 





The lengthening of the time and the reduced quality of repairs, the lack ot 
amortization deductions for modernization and the reduced opportunities for 
forming reserve funds for repairs in a number of associations have been caused 
by a change in the title lists of the projects to be rebuilt and in the major 
overhaul plans, by carrying out repairs without approved estimates and deter- 
mined financing sources as well as by other factors related to shortcomings in 
the organization of the repair system. Thus, in 2 check carried out by the 
Altay Kray office of the Gosbank on the financing of repairs at 268 economic 
Organizations, 13 instances were disclosed of carrying out repairs without ap- 
proved estimates (totaling 147,000 rubles) and 9 instances of repairs not pro- 
vided for in the plan (totaling 161,000 rubles). 


The reserve of amortization deductions for major overhauls «nd subsidies to the 
enterprises from it can become important levers for increasing the effectiveness 
of repairs, that is, for fulfilling the repair plan, reduci’ ; the costs and im- 
proving quality. For this the accumulating of reserve amortization resources 
for modernization in the industrial associations and their allocation to the 
enterprises must be combined with analytical work to study the annual plans for 
overhauling the production facilities of the plants and factories, the corres- 
ponding estimate and technical documents, the financial plans and, in particu- 
lar, the completeness of the calculations for amortization repair deductions. 
Particular attention must be given to analyses of the quantitative and qualita- 
tive indicators for the actual course of major overhauls and the reasons for 
their deviation from the planned parameters, the amount of incomplete repairs, 
the degree of concentrating the material, labor and financial resources at the 
repair projects. 


It is also essential to solve certain questions in the area of the formation 
and use of the money in the wage reserve. Analysis shows that often the in- 
dustrial associations allow a major overexpenditure in the wage fund as a con- 
sequence of shortcomings in planning the labor indicators, because of delays in 
issuing them to the enterprises, surprise changes and the exceeding of the limit 
for the number of personnel, including the administrative and management. Very 
widespread are the reasons for the unjustified exceeding of the planned wage 
fund, including: the poor organization of labor; shortcomings in labor norming; 
violations of the planned dates for converting to new output rates; the output 
of poor quality products; all sorts of additional payments not caused by objec- 
tive work features, in particular for overtime, and other phenomena of misman- 
agement and waste in distributing and utilizing the funds allocated to pay the 
workers. At times, the overexpenditure due to the unproductive payment of per- 
sonnel is fully or partially covered by the resources in the wage reserve. As 
a result, the reserve is turned from a means which should help in ensuring nor- 
mal conditions for fulfilling the plan with a change in production labor in- 
tensiveness due to factors which do not depend upon the labor collective into 
an implement for covering operational shortcomings. It would be advisable 

that the banking institutions went more deeply into the specific reasons for 
the association's granting of money to the enterprises from the wage fund. If 
the granting of a subsidy from the reserve was due to errors in the organiza- 
tion of production and labor, the bank should not accept the payment demand 
from the association to transfer additional funds to the departmental subdivi- 
sion for paying the production personnel. It must view the arising deficit as 
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an overexpenditure of the wage fund and seek its elimination by the enter- 
prise's forces by carrying out the appropriate organizational and technical 
measures. 


Banking control over the validity of the granting of money to the enterprises 
from the wage fund of an industrial association and the bank's effect on the 
enterprises in the aim of ensuring a maximum economy of the monetary resources 
going to pay the wages and the observing of the economically sound ratio be- 
tween the growth rate of wages and labor productivity should be flexible and 
carried out considering the entire most complex diversity of conditions in pro- 
duction and economic activities. In line with this it would be correct if the 
banking bodies in such instances when the overexpenditure .for wages was caused 
by a random, one-time factor, could take a decision to cover this f-om the re- 
serve funds which could be transferred by the industrial association. Under 
such circumstances, the bank, at its discretion, could settle the question of 
the grounds for providing aid from the wage fund and namely whether this is to 
be done gratis or with the subsequent return of the money by the enterprise to 
the association from the savings obtained in the wage fund as a result of the 
measures adopted by the enterprise to increase the effective use of working 
time. 


Simultaneously, for increasing the effective operation of the wage reserve, 

the money from it must be allocated to the enterprises not mechanically but 
rather after they have submitted an explanation as to the specific reasons lead- 
ing to increased expenditures on personnel wages as well as an approved plan cf 
measures to reduce production labor intensiveness and provide compensation for 
the money obtained from the reserve. The plan should indicate the dates for 
carrying out each measure; the related necessary expenditures; the sources of 
their recovery; the economy to be obtained, in particular for wages; persons 
are to be named who are responsible for carrying out the planned measures. 

The granting of subsidies to the enterprises from the wage reserve shculd im- 
pose definite obligations also on the management of the industrial association. 
This is primarily a check on the actual need of the enterprises for additional 
funds to pay wages, the realisticness of their measures to reduce the labor in- 
tensiveness of the produced product and the monitoring of their implementation 
and the correct use of the reserve funds. 


The financial aid reserve should be formed not only from the planned and above- 
plan profit but also to a certain degree from the own working capital of the 
enterprises which are part of the industrial associations. The channeling of 

a portion of the working capital from the economic bodies into the given reserve 
will help to strengthen the interest of the latter in accelerating the turnover 
rate of the material and monetary resources and better utilize the reserve 
funds. In addition, this will also strengthen the financial base of their 
formation in quantitative and qualitative terms. 


At present, in the industrial associations the deductions from the enterprises 
to the financial aid reserve are made once a quarter. At the same time, the 

temporary surplus money arising for the enterprises as a consequence of debts 
(for unbilled deliveries; for deliveries under clearance payment documents for 
which the payment date has not come due due to the great time gap between re- 
ceiving the good and its payment; to financial bodies for the turnover tax and 
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so forth) are not employed during the quarter. But the association's manage- 
ment due to various circumstances does not always have money at the essential 
moment for providing aid to the enterprises which are experiencing monetary 
difficulties, regardless of their good operation. For this reason it would be 
useful to move from the quarterly formation of the financial aid reserve to a 
monthly one. 


Often in compiling the financial plans for the industrial sectors, the money 
for forming the financial aid reserve is set in an amount less than the estab- 
lished norm. 


The financial air reserve for the enterprises and organizations makes it pos- 
sible, with relatively insignificant amounts of money, to eliminate blockages 
in the movement of large amounts of money and accelerates payment turnover. 

For this reason, the financial aid reserve must be formed in strict accord with 
the established norms. If financing sources are not sufficient for this at one 
time, the deficit can be covered by a corresponding reduction in the planned 
working capital norm as a consequence of accelerating the turnover rate of the 
working capital resulting from the setting up of the reserve. 


Ensuring the prompt providing of financial aid to the enterprises, its specific 
nature and the observance of the established dates for the repayment of the 
loans received by them to the financial aid reserve of the industrial associa-~- 
ion, the early accumulating of the necessary money by the association and a 
qualitative improvement in the level of managing the reserve monetary resources 
can be achieved only if the industrial production-economic complex has reliable 
and sufficiently concrete information for the next 10-15 days on the monetary 
requirements of the subordinate economic bodies, their monetary receipts and 
the financial situation formed on this basis. For this, it is essential in 
every possible way to develop financial planning at the enterprises and produc- 
tion associations as well as draw up calendar schedules for payments and the 
receipt of funds. 


Obviously, a lack of money for the enterprises and production associations 
should not be mechanically covered from the resources of the financial aid re- 
serve of the industrial association. It should be covered by mobilizing all 
the existing internal possibilities cf the economic bodies and namely: the 
collecting of debts, the selling of above-planned commodities and materials 
which are unnecessary for production, accelerating the dispatch of products to 
purchasers and the sending out of bills for them, seeking bank loans, eliminat- 
ing rush work and so forth. Only in an extreme case, basically when the lack 
of payment resources has actually heen caused by factors not depending upon the 
enterprise can the reserve funds of the industrial association be employed to 
eliminate the short-term payment gap. 


It is essential that the use of the reserve financial resources in the indus- 
trial associations take into account payment turnover and ensure the maximum 
possible return per ruble of funds invested into the monetary reserves. Prefer- 
ence should be given to the well-operating enterprises which have experienced a 
temporary shortage of money for reasons which do not depend upon their opera- 
tions. Measures carried out in the interests of the entire industrial associa- 
tion or a group of subdivisions comprising it are among the primary ones to be 
subsidized from money in the financial aid reserve. The funds of the financial 
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aid reserve should be given high priority in preventing arrears in the primary 
unit of their occurrence in order to prevent a chain reaction of arrears in 

the entire industrial association or a substantial part of it. It is advis- 
able to grant the enterprises a portion of financial loans by carrying out com- 
petitions which would disclose the following: the importance of the measures 
to be carried out for fulfilling the plan quotas and developing the industrial 
association as a whole; the economic effect to be obtained as a result of using 
the reserve funds; the time for retiring the loan. 


It is very important to have an integrated approach to the choice of the proj- 
ects as well as the areas of applying the monetary reserves, considering the 
most rational sequence for eliminating the various economic complications. 
Thus, initially an association grants a loan to an enterprise which has the 
most surplus working capital immobilized in excessive commodity and material 
stocks. The aid is provided for a time needed to free up the monetary re- 
sources. The "unfrozen" money in accord with the elaborated program is turned 
over to another enterprise of the association which at the given time will pro- 
“vide its most effective employment from the standpoint of the production and 
economic system as a whole, and so forth. 


A lack of own monetary resources among the industrial associations is caused, 
in particular, by the shortcomings in the method of calculating their norms. 
Thus, in setting the working capital norms of the enterprises, consideration 
is not given to the increased outlays on producing new types of product and 
covered from the unified scientific and technical development fund. In 1983, 
at the industrial associations of the Minsel'khozmash |Ministry of Tractor and 
Agricultural Machine Building], these expenditures should reach around 70 mil- 
lion rubles while the total shortfall for working capital for the above-given 
reason will be 6.8 million rubles. 


The method of determining the working capital norm is far from being fully 
worked out and this at times also causes financial difficulties for the indus- 
trial associations. Thus, in many instances, along with autonomous enterprises 
the associations also include production associations which have production 
units that do not operate on an independent balance sheet. The articles (as- 
semblies, parts, stock and so forth) supplied to the latter under subcontract- 
ing arrangements within the association are shown on the balance sheet of the 
head plant as carryovers of incomplete production. Such internal deliveries 

are not taken into account in setting the working capital norm of the produc- 
tion associations. The financial difficulties caused by the given circumstance, 
as a consequence of the deepening of the division of labor within the production 
association, require the incorporating of clarifications in the procedure for 
setting the norm of its working capital. 





The role, importance and effectiveness of the financial aid reserve are also 
weakened by the practice at many industrial associations of the unjustified 
confiscation over the year ‘in violation of the set regulations) of working 
capital from the efficiently operating enterprises for the enterprises which 
have permitted the improper use of their money. At times, financial breaches 
occur due to changes in the profit quotas in the course of production and eco- 
nomic activities and to the differentiating of the capital payment rates for 
the economic bodies. Thus, the industrial associations of the Minzhivmash 
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[Ministry of Machine Building for Animal Husbandry and Fodder Production! dur- 
ing the year had their quota for profit and payments to the budget reduced by 
7 million rubles in the first quarter with a corresponding increase in the 
third and fourth quarters. For a number of enterprises in these associations, 
the rates for the productive capital payment were reduced without sufficient 
justification while some of them were completely released from this type of 
payment to the state. At the same time, there were instances of an unjusti- 
fied routine increase in the enterprise working capital. 


The improved financial status of the enterprises and their strengthened pay- 
ment discipline to a large degree would be aided by eliminating such frequently 
encountered shortcomings as the delayed or incomplete transferral to them by 
the industrial association's management of the required money in accord with 
the income and expenditure balance, the failure to draw up various specific 
banking credits, overexpenditures for the special and overpayments to the 
budget. 


The financial difficulties of the enterprises and associations and the lack of 
funds for forming the normed financial aid reserve for the enterprises and or- 
ganizations and providing them with the corresponding support at the necessary 
moment are sometimes related to stockpiled raw products and materials which at 
times are unneeded by them and to delays in their sale. 


At times, the enterprises do not carry out their set quotas for putting above- 
norm commodity stocks into economic circulation and in a number of instances 
allow their further growth. 


Having an equally negative effect on the use of the financial aid reserve for 
the enterprises and organizations are such factors as the nonfulfillment of the 
product output plans permitted by certain industrial associations in individual 
periods, the great nonproductive expenditures and losses and even the growth of 
such expenditures in comparison with the previous period and delays in paying 
submitted bills. 


The incomplete and disproportional completion of new production capacity, de- 
lays in reaching full capacity and shortcomings in the use of operating equip- 
ment influence the circulation of material and monetary resources, they in- 
crease planned product costs and worsen the financial situation. Thus, in the 
first half of 1982, at the Pskovstroymaterialy |Pskov Building Materials] Pro- 
duction Association, the level of reaching designed capacity for manufacturing 
clinker was just 17.7 percent. This led to a decline in the output volume by 
10,700 tons, to a substantial decline in production profitability and to a 
slowdown in the turnover rate of the working capital. A very widespread reason 
for reduced effectiveness in the use of the money of the financial aid reserve 
for the enterprises and organizations in the industrial associations is the 
failure to properly increase working resources in developing new types of prod- 
ucts by the enterprises and production associations, in increasing their qual- 
ity and thereby lengthening the duration of the production cycle. Thus, in 
1982, the Zhdanov Machine Building Association (Zhdanovtyazhmash) converted to 
the production of a new product and this led to an increase in the own working 
capital norm by 5 million rubles. The association was unable to replenish its 
monetary resources out of its own profit and the ministry was also unable to 
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supply this. As a result of developing the new product, the association ended 
up in a very tight financial situation. At the Krasnoyarsk Heavy Machine 
Building Association (Sibtyazhmash), extensive start-up work was carried out 
involving the new production of the EKG-12.5 excavators and rotary complexes. 
The manufacturing cycle for this equipment is over a year. In the 1982 finan- 
cial plan, the association's working capital norm was set at 6,136,000 rubles 
while actual expenditures as of 1 July of the same year were 6,669,600 rubies. 


At certain industrial associations, stoppages in the circulation of working 
capital, an unjustified increase in the demand of the enterprises for resources 
from the financial aid reserve for the enterprises and organizations and a 
weakening of its regulating role have been caused by the "freezing" of a sub- 
stantial part of the money in above-norm unsaleable finished product. Thus, on 
1 January 1982, in Rostrikotazhprom |Rostov Knitwear Industry Association], 
with a storage standard of 6 days, the finished products actually remained 

19.9 days at the warehouses of the Ishimbay Knitwear Mill, 28.6 days at the 
Yoshkar-Ola Knitwear Mill, 46.9 days at the Nazran Knitwear Mill and 24.5 days 
at the Ruzayevka Garment Knitwear Mill. 


Sometimes the enterprises, because of various factors, end up in a difficult 
financial situation. The industrial association is capable of providing funds 
for quickly bringing them out of a financial problem, in particular, repaying 
bank debts on this basis. Some time is required to transfer the money. Delays 
in the receipt of funds can further worsen the financial situation of an eco- 
nomic body, increase overdue debts and lead to the spread of arrears to other 
structural elements in the given industrial production-economic system. At the 
same time, in accord with the established procedure, bank loans are not pro- 
vided for funds being transferred to enterprises from the association's re- 
serves. For the accelerated carrying out of beneficial financial measures and 
for localizing financial breakdowns at the areas of their occurrence, it would 
be correct to grant the enterprises short-term bank loans for funds allocated 
under the provisions of providing financial aid. For ensuring the return of 
these credits on the stipulated dates, these should be granted to the enter- 
prises under the guarantee of the industrial association. At the same time, for 
the same purposes, the banking institutions when necessary should be able to 
write off uncontested the corresponding amounts from the account of the associa- 
tion or enterprise, if its resources are to be employed for providing the cor- 
responding monetary support for an economic body which has gotten into financial 
difficulties. 


Establishing in each industrial sector uniform and compulsory calendar dates 
for all the structural parts comprising it for forming the reserves of the in- 
dustrial associations would be a measure helping to develop accounting opera- 
tions in redistributing the money between the enterprises for the various spe- 
cific purposes, to reduce the labor intensiveness of drawing up the correspond- 
ing transfers, for strengthening control over their correct implementation and 
for accelerating the receipt of the money in the reserves. 


Serious attention should be given to the proposal of certain managers and econo- 
mists to broaden the system of industrial association reserves. Thus, very 
viable are the recommendations for forming reserves in the associations for 
carrying out contractual obligations relating to product deliveries and satis- 
fying the above-plan needs of consumers; carrying out exploratory scientific 
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research, enterprising and unplanned scientific and technical developments; 
covering claims from clients for ineffective developments. 


In our opinion, the study and generalization by scientists, managers and econo- 
mists of the experience acquired by industrial associations in forming and 
utilizing the reserve funds and the broad discussion of this in the press will 
make it possible to make the necessary adjustments in the corresponding enforce- 
able enactments and significantly improve the actual employment of the reserves. 
This, in turn, will help to raise the level of economic activities in this im- 
portant element of the economy. 


COPYRIGHT: Izdatel'stvo "Ekonomika", "Planovoye khozyaystvo", 1984 
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INVESTMENT, PRICE, BUDGET AND FINANCE 


UKRAINIAN ECONOMIST EVALUATES INVESTMENT VARIANTS 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 12, Dec 83 pp 65-71 


[Article by Yu. Kushchevskiy, leading economist of Dnepropetrovsk branch of 
Institute of Economics of Industry of the UkSSR Academy of Sciences: ‘"Evalua- 
tion of Comparative Effectiveness of Modernization Variants" ] 


[Text] A characteristic feature of the current five-year plan is to be found 
in increased demands on effectiveness of utilization of capital investment 

and fixed production capital. Reduced growth of capital investment in relation 
to planned growth of the national income would shift the center of gravity jin 
development of the economy to fuller utilization of the production apparatus 
with limitation of expenditures on the construction of new enterprises and 
expansion of existing ones. 


In prior five-year plans, it was not always possible during the creation of 
tremendous production capacity to renew in a timely way functioning fixed 
capital. As a result, the latter aged, the time periods of their renewal were 
frequently violated, holding back adoption of the achievements of scientific~ 
technical progress in production. For this reason, speeding up of replacement 
of obsolete and physically worn means of labor is becoming an urgent task. 


Technical improvement of production presupposes not just a simple replacement 

of old with comparable new equipment but wide-scale qualitative renewal of 

worn out means of labor with rebuilding of the passive portion of fixed capital 
needed for the use of equipment of a higher level. It is namely such renewal 
that is characteristic of modernization, which is not restricted to restora- 
tion of fixed capital but is accompanied by the growth of capacities of existing 
enterprises and stronger concentration of production. 


In the modernization process, simple reproduction of fixed capital is combined 
with expansion. In this connection identical results may occur with different 
retirement and renewal of the means of labor. This complicates calculations 
of the comparative effectiveness of modernization variants and calls for a 
special approach to the economic validation of renewal of fixed capital of 
Operative production. 


According to the Standard Method of Determining Economic Effectiveness of 
Capital Investment, in a comparison of modernization variants, the best of 
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The minimum of adduced expenditures 


them is minimum of adduced expenditures. 
But in that case it 


is used in the selection of a new-construction variant. 
is simpler to assess comparative effectivenes inasmuch as practically all in- 
vestment in new construction goes into expanded reproduction of fixed capital, 
while in modernization a part of the investment is used for the purpose of 
simple reproduction for the compensation of retired means of labor. Further- 
more, in the course of reconstruction fixed capital is often retired that 
could still function. The Standard Method recommends that the residual value 
of the fixed capital (after deduction of the sum of realization) be added 

to the corresponding capital investment going into modernization. 


In distinction to new construction, the volume of capital investment for mod- 
ernization is determined by expenditures not only for expanded reproduction of 
fixed capital but also for compensation of the balance value of retired means 
of labor. It can be seen from this that the developed procedure of assigning 
the balance value of retired capital and expenditures on modernization gives 
preference in evaluating comparative effectiveness to the selection of variants 
providing for preservation of worn out means of labor that operated prior 

to modernization. This is not in accord with the chief requirement for mod- 
ernizaticn--timely and maximally broad renewal of functioning means of labor 
on the basis of the latest technology and, what is most important, it does 

not reflect the real economic advantages of variants taking into account the 


need for such renewal. 


The correctness of this assertion can be proved on the example of variants that 
differ extremely in regard to the use of investment for simple and expanded 
reproduction of fixed capital. Let us examine two variants of modernization 

of a facility whose fixed capital is valued at 10 million rubles that puts out 
20 million rubles worth of products with a production cost of 18 million 
rubles. Both of them provide for a reduction of production cost by 0.8 mil- 
lion rubles without changing production volume and with identical calculated 
capital investment (5 million rubles). In the first variant, it is planned 

to apply all investment for the startup of new fixed capital, while in the 
second--for the replacement of worn out equipment with a residual value of | 
million rubles and a balance value of 5 million rubles. The cited expenditures 
in the variants are identical. Consequently both of them will be recognized as 
of equal value economically. In reality, however, the second variant, entailing 
the renewal of fixed capital, possesses manifest economic advantages that 

are not considered in the adduced expenditures. 


First, with equal volumes of calculated investment, actual capital expenditures 
in the second variant will be 1 million rubles less than in the first, or 
in the amount of the size of residual value of the retired capital, which is 


added to the newly put in investment. 


Second, the value of the fixed production capital of the facility being modern- 
ized does not change following realization of the second variant, but in the 
case of execution of the first variant grows by 5 million rubles according to 
the conditions of our example and will amount to |5 million rubles. The yield 
on capital in the first variant will be approximately 33.4 percent lower, 

while the capital requirement will be correspondingly higher with retention of a 
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large quantity of obsolete machinery and equipment, which will require of 

the cost accounting section additional deductions for production accumulation 
in the form of payment for capital and expenditures connected with the forma- 
tion of the production-development fund. 


Third, the operational life of a modernized facility is directly connected to 
the scale of fixed-capital renewal, and in this case it should be higher in 

the case of realization of the second modernization variant, which provides for 
the replacement of worn out means of labor. Taking into cons*‘deration the 

time of functioning of the fixed capital, the execution of the second variant 
will make it possible to obtain with lower construction costs and deductions 
for production accumulation a considerably bigger net product per unit of 
newly put in investment. 


Fourth, in connection with the elimination of a part of the obsolete means of 
lal indicated in the second modernization variant, no outlays will be spent 
in the future on its restoration and for this reason the amortization deduc- 
tions accumulated for the retired capital will serve as additional income 

for the national economy, which could be utilized for the technical improvement 
of production. 


What has been described attests to the fact that the adduced expenditures 
manifestly inadequately take into account the influence of differences in the 
renewal of fixed capital for the comparative effectiveness of the modernization 
variants. In the case of existence of the pointed out differences, the use of 
the adduced expenditures would lead to the violation of the well-known princi~ 
pie of selection of investment variants on the basis of the need of comparing 
future expenditures on the modernized facility. 


The chief reason lies here in our opinion in the artificial separation of evalu- 
ation of comparative effectiveness for adduced expenditures from the real condi- 
tions of reproduction and use of fixed capital following modernization. As we 
know, fixed capital represents embodied capital investment, and the higher effec- 
tiveness of the latter is closely connected with improved utilization of the 
fixed capital. In distinction to capitalist firms where the main motive is 
growth of the norm of profit for capital, socialist society is interested in 
increasing the entire physical volume of the national income calculated for 

used fixed capital. This requires primary realization of investment variants 
aimed at reducing capital intensiveness of public production and reduction 

of accumulation in regard to the comparable growth of the national income. 


Such a requirement on the selection of investment variants is expressed through 
the norm of effectiveness characterizing the minimum limit of necessary annual 
growth of the net product per unit of accumulation permitted by society. For 
most sectors the normof effectiveness reflects that size of production accumu- 
lation in regard to used fixed capital which provides for the need of expanded 
reproduction. 


Some people believe that the norm of effectiveness in adduced expenditures 
takes inco account the necessity of reducing the capital intensiveness of 
industrial production. But with the use of adduced expenditures this feature 
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of the norm is fully realized only with the observance in each variant of 

a sufficiently complete correspondence between the indicators of the all 

fixed capital output ratio [kapitaloyemkost'] and the fixed production 

capital output ratio [fondoyemkost'] of production of the object of invest- 
ment. Thus, in a comparison of variants of new construction or expansion, 

when practically all investment becomes new capital and intervariant 
differences between capital intensiveness and resource investment or production 
are practically identical, the comparative effectiveness of investment is 
essentially determined by selection of the best variant of utilization of new 
production capital. Im these cases, the use of adduced expenditures does not 
provoke any objections as it permits in identical measure to take into account 
the need for the reduction of the fixed production capital output ratio and 
fixed capital output ratio of production. But in a comparison of modernization 
variants, because of different use of investment for simple and expanded 
reproduction of fixed capital, the correspondence between capital intensiveness 
and resource intensiveness of the added volume of production is frequently 
disrupted and one may get less profitable and more resource intensive variants 
for the adduced expenditures. This applies in particular to those cases where 
less capital-intensive variants are at the same time more resource intensive 
because of retention in operation of inefficiently used obsolete means of labor. 


For the purpose of eliminating the noted defects of adduced expenditures, the 
first condition for obtaining a more objective evaluation of the comparative 
effectiveness of the modernization variants is in our opinion the consideration 
only of fixed capital in expended reproduction with the exclusion of that 

part of the funds which are earmarked to be used for simple reproduction. 

This makes it possible to coordinate the evaluation of modernization with the 
change in resource intensiveness of production at the object of investment 

and to have the calculations aim at selecting a variant that provides better 
utilization of fixed capital. Such a possibility is caused by the fact that 

a monetary assessment of growth of fixed capital after modernization is deter~- 
mined in practice by the sum of capital investment for expanded reproduction. 


The comparative effectiveness of the modernization variants depends on the 
size of the production cost and normative expenditures on expanded fixed- 
capital production of the of the object of investment. Under concrete condi- 
tions of management, these normative outlays approximately, but specifically 
in really existing amounts, chiefly express annual expenditures of enterprises 
on production accumulation not considered in the production cost: payment 

for capital and bank credit, deductions from profit for the formation of a 
production-development fund. Consequently, the sum of normative outlays and 
production cost should be rightfully called the indicator of full production 
outlays in which are reflected all annual expenditures of enterprises for 
production output and production accumulation. This indicator in full measure 
characterizes future annual expenditures at the place of investment, which 

is of major importance to the estimation of the comparative effectivenss of 
the modernization variants. 


At first glance, taking into consideration the practice of using amortization 


deductions for the expanded reproduction of fixed capital, it may seem that 
expenditures of enterprises on production accumulation are already sufficiently 
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reflected in the production cost. But in that measure in which the expansion 
of public production is accomplished through the renewal of an already created 
production apparatus by means of modernization and reequipment of enterprises, 
the role of amortization as a source of expanded reproduction will grow, while 
the requirements for production accumulation through the means of the surplus 
product, other conditions being equal, are reduced, as a result of which 
absolute growth of accumulation in the national income takes place. 


In turn, with growth of accumulation the possibilities are expanded of the 
use in production of variants involving more expensive and better equipment. 
As a consequence of this, the permissible size of the norm of effective 
investment should grow smaller. From these positions, the inclusion of 
amortization in the production cost should in no measure replace the account~ 
ing through the norm of effectiveness of the real annual expenditures of 
enterprises on production accumulation. 


Production accumulation depends, as we know, on the return on fixed production 
capital or on the reciprocal amount~~-capital requirement of production. 
Reduction of yield on capital contributes to growth of production accumulation 
and growth--to its drop. In the selection of a variant with a higher capital- 
output ratio from variants compared as to volume of production, it is impor- 
tant to keep in mind that growth of the net product through the means of | 
additional investment is accompanied at the given facility by a relative 
increase of fixed-capital volume and a reduction if its yield. For this 
reason, the real effect of selection of a variant with a higher capital~-output 
ratio is provided given the condition where the relative growth of the net 
product due to production cost savings will cover the additional yearly outlays 
on production accumulation brought on by a reduction of yield on capital. 


Inasmuch as at a modernized facility all yearly expenditures on production out- 
put and production accumulation are expressed as full production outlays, 
then in regard to the less capital~intensive variant, real annual growth of 

the net product with the selection of a more fund-intensive variant is deter~ 
mined as the more economical of these expenditures. The economy in practice 
consists of the difference of the adduced expenditures computed while taking 
into account the normative effectiveness of investment in the expanded repro- 
duction of the fixed capital of the modernized facility. 


The use of indicators of adduced and full production expenditures will make 

it possible to obtain comparable results of assessing comparable effectiveness 
in those rare cases where the necessary correspondence is maintained in each 
of the compared variants between indicators of capital intensiveness and re- 
source intensiveness of production. But frequently the more fixed capital 
intensive modernization variants are at the same time less monetary capital 
intensive and vice versa. The more (or less) fixed capital intensive variants 
can also be more (or less) capital intensive, but with dissimilar intervariant 
differences between fixed capital intensiveness and monetary capital intensive- 
ness. Under these conditions, in our view, in determining the comparative 
effectiveness of investment, it is not enough to direct one's attention to 
adduced expenditures, which only take into account reduced production cost 

at the modernized facility. 
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For the purpose of illustrating what has been said, let us turn to the above- 
described example. When evaluating according to the criterion here of produc 
tion cost, adduced expenditures, the year's economic results and the coefficient 
of effectiveness of calculated capital investments are the same for both vari- 
ants. But such an evaluation does not take iato consideration the different 
fixed capital intensiveness of the variants as if the indicator of fixed capi- 
tal intensiveness did not influence the comparative effectiveness of invest~ — 
ment. Evidently in determining the anticipated year's economic results for 
the compared investment variants, it is necessary in addition to production 
cost to take into account any change in the fixed capital intensiveness of 
production at the modernized facility. With an unchanged production volume 
according to the conditions of our example, the modernization effect is deter- 
mined by the differences of the indicators of fuli production expenditures 
before and after modernization. 


Thus from the position of the interests of the costaccounting section, for 

the purpose of determining the best modernization variant, making it possible 
to provide greater growth of the net product per unit of investment, it would 
be preferable to use not the indicator of adduced expenditures but the full 
production expenditures. At the same time, inasmuch as the latter reflect 

only direct investment for puiting new capital into operation, it is necessary 
from the national~economic point of view to take into consideration for a 

more objective evaluation of modernization effectiveness both capital invest~ 
ment in simple reproduction of fixed capital and also additional investment in 
related sectors. This makes it possible in calculations of comparative effec~ 
tivenes co take into consideration the economic advantages of selecting less © 
capital intensive modernization variants. Taking into consideration the objec~ 
tively existing insufficiency of capital investment in the national economy, | 
such a choice releases a portion of the resources which could be utilized 

at other sectors of production and provide a greater growth of the net product 
than at the given facility. 


The size of these resources is determined while taking into account the savings 
of direct and interrelated investment achieved in the case of preference for a 
less capital-intensive variant. Evaluation of the sum of interrelated invest- 
ment for the compared variants is done on the basis of existing norms of spe 
cific capital expenditures in related sectors supplying the corresponding 
elements of working capital to a facility undergoing modernization. 


A second condition of objective evaluation of comparative effectiveness is in 
our view the determination of the latter not in isolation for the individual 
object of investment but within the system of industrial facilities of the 
national economy. This means that the selection of a more capital intensive 
variant is economically feasible only in the case where the attained relative 
economy of the sum of full production expenditures at a modernization facility 
exceeds growth of the net product in other production sectors because of addi- 
tional investment released in the case of the less capital intensive variant. 


From what has been said, it does not at all follow that it is possible to use 
for adoption the more capital intensive variant at the modernized facility en- 
suring a larger annual growth of the net product than the annual effect of 
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additional investment obtained with the selection of a less capital intensive 
variant. If the realization of the more capital intensive variant takes much 
time and is accompanied by an inadequate period of operation of the modernized 
Capital, the economic practicability is not excluded of selecting a less capi- 
tal intensive variant. Consequently, the third and last condition of an ob- 
jective evaluation of the effectiveness of modernization is the need of taking 
into account the joint influence of differences in the service life of a mod- 
ernized facility and the duration of the period of assimilation of investment. 
This will make it nossible to better reflect the economic advantages of the 
variants that provive a broader renewal of fixed capital at the facility being 
modernized. 


The given conditions are taken into account in the proposed metiiid of evaluat~- 
ing the effectiveness of modernization variants, making it possible to select 

a variant that provides maximum growth of the net product per unit of invest- 
ment in the system of industrial facilities of the national economy. The eval- 
uation is made by a comparison of the relative growth of the net product at a 
modernized facility through economy of full production expanditures with the 
selection of a capital intensive variant with possible growth of the net product 
at other production sectors as the result of using additional investment 
released in the case of preference of a less capital~intensive variant. Compar- 
ative effectiveness is determined with the use of the norm of effectiveness 

of expenditures while taking into account the time of assimilation of investment 
and the average service life of the fixed capital of a modernized facility 

on the basis of variants. 


We shall illustrate the depicted method using for an example possible planned 
solutions for the development of a an open~hearth furnace shop at Makeyevka 
Metallurgical Plant. The shops ircludes |! open-hearth furnaces yielding 

about 4 million tons of steel a year. All of them are adapted for intensifica- 
tion of the smelting process by blowing oxygen through the metal bath. As 

a result of this, it was possible to double the steel yield of a furnace. 

But the productivity of the other furnaces is limited not by the rate of the 
smelting process but by a low throughput capacity of the shop's servicing 
sectors, resulting in the untimely delivery of a hard charge and liquid cast 
iron and in delays at the time of cleaning out products of smelting. 


Let us analyze the following variants of development of the shop. The first 
of them provides for the attainment of a number of modernization measures 

for increasing the output of steel in the existing furnaces and improving 
labor conditions. The second variant proposes replacement of all the furnaces 
with 5 high-efficiency 2~bath steel~smelting units. 


Each variant is intended to increase annual output of steel at the shop to 

4.5 million tons (taking into account the ingot needs of the plant's rolling 
mills). The time of assimilation of investment for both variants is taken 

to be equal to one year. The modernization of the units is carried out during 
the time of cold repairs of the furnaces, which makes it possible to avoid 
losses in smelting steel. 


Realization of the first variant, which envisages provision of conditions for 
boosting intensification of steel output in the furnaces through improvement 
of the organization of feeding the metal charge and pouring the steel will 
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Table 





Modernization variants 








Indicator I II 

Yearly steel output, thousands of tons 4,500.0 4,500.0 
Production cost of yearly output, millions of rubles 344.7 343.1 
Outlays on shop's modernization, millions of rubles 12.5 aes 
Balance value of retired capitai, millions of rubles _— 10.5 
Interrelated capital investment, millions of rubles 111.6 136.7 


Adduced expenditures, taking int account 
interrelated investment, millions of rubles 359.6 360.2 


Plant capital intensiveness per ton of steel, 
millions of rubles 21.1 17.6 


Full production expenditures on steel output, 
millions of rubles 356. 1 352.6 


require 12.6 million rubles of capital outlays for the installation of addi- 
tional equipment and expansion of the shop building. The number of workers 
will practically be unchanged, but the plant's capital intensiveness of steel 
will increase 2.4 percent. The length of time required for complete physical 
wearing out of the basic production equipment after modernization of the shop 
is estimated at 7 years for this variant. 


The installation of two-bath furnaces in place of the open~hearth furnaces will 
make it possible to withdraw from operation the greater portion of the obsolete 
furnaces and some equipment, to release a considerable area and to improve 
production organization without expansion of the shop building. Capital out- 
lays on the realization of this variant are relatively small (5.5 million 
rubles), while the plant's capital intensiveness of steel as a consequence of 
the removal of a portion of the fixed capital will be reduced by 14.6 percent. 
The production cost of a ton of steel will be reduced by |.2 percent. The num 
ber of the shop's workers will be reduced by 105 persons as a result of the 
release of a portion of the personnel servicing the furnaces. Complete physi-~ 
cal wearing out of the basic production equipment following replacement of 7 
the open=hearth furnaces with the two~bath furnaces will occur in 10 years. 

At the same time, the operation of the two-bath furnaces is characterized 

by a higher proportionate cost of the metal charge tor smelting the steel, 
which will require more capital investment for the additional production of 
cast iron and preparation of scrap. Taking into consideration interrelated 
investment, the full capital outlays in the second modernization variant will 
be 18 million rubles higher than in the first. 


The basic indicators of the variants are shown in the table. 


It can be seen from the table that on the basis of adduced expenditures, pre 
ference should be given to the less capital intensive first variant, although 
production cost and the plant's capital intensiveness of steel is lower in the 
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second variant. Its realization will make it possible to obtain at the place 
of investment an additional 3.5 million rubles of the net product per year 
with lower full production outlays. 


In the analyzed variants, it was proposed to increase steel production in the 
shop without increasing and even reducing the number of workers. At the same 
time, it is possible with modernization to put into operation a considerable 
quantity of new capital and to have a certain increase in the number of work- 
ers. In such cases, those variants are preferable which envisage concrete 
measures for the provision of additional manpower for the modernized facility. 
But in the evaluation of capital expenditures for modernization and the time 

of utilizing investment, it is important to take into consideration the advan- 
tageousness of building additional housing and other facilities of cultural 
and everyday use. 


COPYRIGHT: Izdatel'stvo "“Ekonomika", "Planovoye khozyaystvo". 1983 
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INDUSTRIAL DEVELOPMENT AND PERFORMANCE 


FURTHER STRENGTHENING OF INTERINDUSTRIAL TIES URGED 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 1, Jan 84 pp 56-60 


[Article by Dr of Economic Sciences V. Andrianov: “Intensification of Inter- 
sectorial Ties as a Prerequisite for Enhancing Production Efficiency.” A 
basis for discussion] 


[Text] Upgrading public production efficiency and work quality in all areas 
of the national economy is the most important ditrection in the development of 
the socialist economy. The successful solution of the problem of improving 
quality is possible as a result of the advancement of national economic 
proportions and the strengthening or intersectorial ties in the country's 
national economy. Strengthening ties among industrial sectors which are 
systematic steps in the production of goods for final consumption or in the 
utilization of complex raw materials is particularly important in terms of 
enhancing production efficiency. Improvements in the quality and level of 
readiness of goods for consumption entail major structural changes in indus- 
try and, above all, in the ratio between extracting and processing indus- 
tries. Ratios within the processing industry itself change as well. 


Presently, in connection with the task of intensifying public production and 
improving work quality, it has become necessary to accelerate the process of 
structural changes and improvements in intersectorial relations. In our 
view, this process can be energized by developing and implementing inter- 
sectcrial programs which call for purposeful progressive changes in existing 
resource (manpower, financial and material) distribution ratios both between 
extracting and processing sectors and among sectors in the processing indus- 
try. The formulation of such programs requires increased scientific studies 
in which sectorial developments remain dominant. Such studies involve the 
termination of priority directions anda the sequence in the advancement of 
intersectorial relations and the definition of conditions under which their 
interaction yields the highest sossible economic results. 


The number of intersectorial relations in the national economy and in indus- 
try is exceptionally high. Along with resolving problems related to the 
development of the machine-building, chemical, metallurgical, agroindustrial, 
fuel-energy and other sectorial complexes, we must also develop the machine- 
building-metallurgical, petroleum and gas-chemical, chemical-metallurgical, 
timber chemical and other complexes. 


As we know, today the conservation of ferrous metals plays a major role in 
enhancing public production efficiency. The economy is based on improvine 
the quality and upgrading the level of readiness for consumption of ferrous 
metallurgy goods and the use of highly efficient metal-processing 
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technology with fewer stages. The increased utilization of use of synthetic 
materials and light-weight alloys in the manufacturing of machines and equip- 
ment contribute to a certain extent to the conservation of ferrous metals. 

It may appear that in resolving the problem of metal conservation, the entire 
range of sectors and production lines should be considered, such as ferrous 
and nonferrous metallurgy, machine building and the production of plastics. 
However, nine-tenths of results, both current and in the future, come from 
improvements in relations between ferrous metallurgy and machine-building. 
This is based on the fact that ferrous metals retain their role as the main 
structural material. In order not to lessen the attention paid to the main 
trend in resolving the problem and to prevent the waste of resources it would 
be expedient to reduce the range of the intersectorial complex. 


The complexes within the national economic sectors and subsectors can be 
divided into two groups based on the extent of their economic influence on 
social production effectiveness. The first combines sectors and production 
lines within which the improvement of ties takes place on the scale of the 
entire country (machine building and ferrous metallurgy; petroleum, natural 
gas, petroleum refining and coal industries and the electric power industry; 
petroleum extraction, petroleum refining and petrochemistry, timber procure- 
ment, timber processing and cellulose-paper industry, and so on). The second 
includes complexes of local significance (extensive and comprehensive treat- 
mnt of concentrated ores and nonferrous and ferrous metal ores). 


The efficiency of intersectorial ties and their influence on material-, 
labor- and capital-intensiveness of output is the result of the combined 
efforts of the sectors and their production facilities. For example, the 
operational efficiency of the machine-building and metallurgical complex is 
the result not only of broadening the variety and improving the quality of 
the rolled metals but the application of the latest metal-processing methods 
such as stamping, rolling, welding and others. 


Improving the quality of output and upgrading the degree of readiness for its 
further consumption naturally trigger profound qualitative changes in its 
processing (utilization). For example, the use of high-grade metal goods 
enables us to convert to a more advanced metal-processing technology and to 
reduce resource outlays (labor, financial and material) per unit of output in 
machine building. This means that as a result of strengthening intersector- 
ial ties within the national economic complexes, despite a certain increase 
in the cost of intermediary products, efficiency in the production of fin- 
ished goods improves. 


The complex of intersectorial ties is considered a single entity within which 
the level of development of the individual units should contribute to a re- 
duction of overall outlays; the nonproportional development of even a single 
unit may drastically lower expected results. The resources allocated for the 
development of the sectors and production lines within each complex must be 
considered as a unit; it would be expedient to handle them with a view to 
achieving the highest possible results. In other words, it is a question of 
the possibility and necessity of redistributing manpower and monetary and 
material resources within the national economic complexes which consist of 
interrelated industrial sectors. 
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Studies have indicated that with the present resource ratio among procure- 
ment, processing and assembling production facilities the output in machine 
building output (in percentage of the overall industrial output) is inconsis- 
tent with the amounts of manpower and monetary and material resources used. 
The question arises of changing the ratios (redistributing) of resources used 
in machine building and ferrous metallurgy. The need for converting to con- 
temporary metal-processing methods has become apparent (extrusion, rolling, 
welding and otiiers). Most resources in ferrous metallurgy should be used 
above all to increase electrosteel smelting capacities and to reconstruct and 
technically retool the production of rolied parts and to increase the capaci- 
ties of the fourth processing stage. 


The task is to change the structure (including the technological) in machine 
building and to create conditions for the faster growth of output in terms of 
consumed resources on the basis of supplying the machine-building industry 
with metal goods of higher strength and a higher level of readiness for pro- 
cessing. 


One of the most important tasks in the development of the fuel and energy con- 
plex is to ensure the increased share of resources allocated for petroleum re- 
fining with a view to increasing the production of lighter petroleum products. 


The purposeful strengthening of intersectorial relations within the complexes 
and the satisfaction of reciprocal quantitative and qualitative requirements 
in the sectors substantially change our views on priorities in the allocation 
of resources. We know that here preference is given to third-level sectors 
which produce finished goods (machine-building and light and food industries). 
At the same time, steps are considered to minimize the consumption of first 
(raw material sectors) and second (intermediary production sectors) levels. 


Economic intensification and the increased efficiency of public production, 
based on it, inevitably lead to changes in resource distribution. The need 
for a high concentration of resources in the processing sectors and their 
sensible conservation in sectors producing intermediary goods and in the ex- 
tracting industrial sectors will remain. At the present stage of public pro- 
duction intensification, however, it is necessary to increase somewhat the 
share of resources allocated for the development of intermediary sectors 
(ferrous metallurgy, a number of chemical industry subsectors and petroleum 
refining) while reducing somewhat the share of the third-level sectors. 


In a number © cases some resources allocate: to the production area should 
be shifted to consumption in order to upgrade production and consumption 
efficiency. This is quite importart in increasing returns from the use of 
chemical fertilizers, which are based on the volume of additional agricul- 
tural output per unit of applied fertilizer. We know that currently the 
transportation, warehousing and technical facilities with the help of which 
chemical fertilizers are applied to the soil have fallen drastically behind 
their production. As a result, quantitative and, particularly, qualitative 
losses in chemical fertilizers remain high and crop increases per unit of 
fertilizer are slow. Chemical fertilizer losses cannot be reduced to a mini- 
mum without a proportional development of all units within the complex. In 
turn, proportionality predetermines the redistribution of resources within 
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the complex and the transfer of some of them from the production to the con- 

sumption sphere. Specific redistribution rates should be formulated for each 
5-year period in accordance with the approved scale of reduction of chemical 

fertilizer losses. Let us point out that in the redistribution of resources 

a certain drop in the growth rates of the production of chemical fertilizers 

is admissible providing that it is balanced by loss reductions. 


The boundaries of the complexes within the interrelated sectors should be 
accurately defined and must clearly reflect their share which directly in- 
fluences the nature of resource redistribution. It would be expedient for 
the machine-building and metallurgical complex to encompass all machine- 
building sectors other than those involving a minor share of ferrous metal 
outlays, such as instrument making. In refining the pace of redistribution 
of resources within the fuel and energy complex, resulting from intensified 
petroleum refining, we should single out among all of its sectors geological 
surveying, extraction, development of petroleum deposits, and petroleum 
transportation and refining; in transportation we should single out special- 
ized facilities (ore carriers, hoppers, containers) and so on. 


In defining the degree of acceleration of the process of redistribution of 
resources we should take into consideration that the existing ratios in the 
development of sectors and production lines within the complexes cannot be 
changed within a short period of time; such changes exceed a single 5-year 
period; they would go through several stages at each one of which the redis- 
tribution of resources would be subject to certain objective restrictions. 
They are needed because, to begin with, on each occasion we are redistribut- 
ing a fixed volume of manpower and financial and materi#i resources; sec- 
ondly, at any stage in their redistribution we must strictly observe the 
stipulated level of proportionality, which is possible if the concentration 
of resources in one sector enables us to conserve them in another. 


The current sectorial lack of coordination hinders the efficient combination 
of some of the resources in the individual sectors. Therefore, it is pre- 
cisely intersectorial programs which must be applied in order to eliminate 
any lack of coordination among sectors and production facilities which, in 
the final account, are interested in the comprehensive processing of the raw 
materials. For example, in order to achieve high results in the comprehen- 
sive use of nepheline, obviously it would be expedient to combine (in pro- 
portion to the volume of the respective output) the resources of the chemical 
and nonferrous metallurgical industry and the construction materials indus- 
try. The higher level degree of comprehensive use of timber predetermines the 
need for the rational concentration of resources in subsectors engaged in the 
extensive processing of lumber--the production of plywood, fiberwood and 
pressed wood tiles, cardboard and paper. 


The comprehensive processing and the efficiency with which the petroleum, 
petroleum gas and gas condensate are made possible by increasing the share of 
resources allocated for improving the system used in their extraction, col- 
lection, preparation, and particuarly treatment; synchronizing the commis- 
sioning of oil and gas fields, gas treatment and petrochemical enterprises 
and pipelines connecting oil and gas fields to enterprises for processing 
petroleum, gas condensate and natural gas. The lack of synchronization in 
equipping the oil fields and delays in the creation of gas-collecting 
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gas-collecting systems, gas-processing plants and facilities for transporting 
the products of the treated gas to chemical enterprises and other consumers 
result in major losses of a nonrecoverable raw material. 


This proves that today it is no longer sufficient to plan the development of 
individual industrial sectors on the basis of proven output requirements. In 
resolving the most important problem of production intensification and qual- 
ity, we must plan a type of efficiency which could be reached on the inter- 
sectorial level. In our view, the draft national economic plan should 
include an intersectorial section the purpose of which would be to resolve 
problems arising at the intersection of national economic and industrial 
sectors. 


Improving ratios on the basis of the redistribution of manpower and monetary 
and material resources requires considerable time, painstaking methodical and 
practical preparations and thorough economic substantiation. The purposeful 
and economically substantiated redistribution of resources presumes the need 
to discard a number of familiar concepts related to sectorial efficiency. An 
example of this is our concept of the use of capacities in industrial sectors 
and subsectors. From the sectorial point of view it is considered today as 
almost indisputable that the more completely existing capacities are used the 
more efficiently the sector develops. However, frequently increasing the 
capacity utilization coefficient conflicts with increasing the variety of 
output and readiness for further consumption, i.e., in the final account it 
conflicts with the requirements governing the growth of national economic 
efficiency. 


In order to undertake the necessary economic steps for improving inter- 
sectorial proportions, the sectors which play a key role in the complex must, 
as a rule, have reserve capacities. Their availability must be coordinated 
with the requirements of reaching higher national economic efficiency, for 
this allows, within certain limits, the governance of available machine 
fleets and technological equipment in order to satisfy better the quantita- 
tive and qualitative requirements of the national economy. 


In assessing production efficiency the very important task arises of regulat- 
ing relations between commodity suppliers and consumers and the objective 
distribution of economic results between them. Frequently, in practice vir- 
tually the entire result of the production of new and better-quality goods 
goes to the consumer, as a result of which the suppiier is insufficiently 
interested in improving the quality of output and increasing the level of its 
readiness for consumption; prices do not always sufficiently reflect the con- 
sumer value of some very important types of raw materials, recycled ones in 
particular. In this connection we must increase the stimulating role of 
prices in order to ensure the fuller utilization of secondary raw materials 
and byproducts. 


Problems related to the intensification of intersectorial relations are 
exceptionally topical today, when steps to intensify public production are 
being taken in the country. 


COPYRIGHT: Izdatel'stvo “Ekonomika”. “Planovoye khozyaystvo". 1984. 
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RESOURCE UTILIZATION AND SUPPLY 


RESOURCE RESERVES IN NATIONAL ECONOMY DISCUSSED 


Moscow IZVESTIYA AKADEMII NAUK SSSR - SERIYA EKONOMICHESKAYA in Russian No 6, 
Nov-Dec 83 pp 58-67 


[Article by Ye. V. Gregorzhevskaya: "Reserves in the National Economic Balance" | 


[Text] The article examines certain aspects in the problem 
of balancing the economy. As one of the possible approaches 
to improving resource planning, it has been proposed that 
the national economic planning and report balances include 
a new section, a reserves balance. This proposal viewed 
by the author from theoretical and procedural positions 
has made it possible to formulate useful conclusions from 
a practical viewpoint. 


The decisions of the 26th CPSU Congress have posed for national economic plan- 
ning the task of ensuring greater balance in the socialist economy with fewer 
expenditures of material, labor and financial resources. The most important 
area in carrying out this task is to improve the balance methods of planning 
resource stocks in the national economy. 


In the national economic balance, in being the basic instrument ensuring the 
balancing of the plan, the stocks of material, labor and financial resources 
and the stocks of production capacity are shown as separate indicators in dif- 
ferent sections and do not comprise a single intercoordinated system. 


In actuality, in the balance of social product and the material balances con- 
cretizing it, the indicators for the stocks of the corresponding types of raw 
products, materials, preassembled articles and so forth for the suppliers and 
the consumers are given at the beginning and end of the plan or report period. 
The balance for national wealth shows in an aggregate form the receipt, with- 
drawal, the presence at the year's end and the increase over the year in the 
material working capital and stocks. In the balances of fixed capital and 
capacity, all production capacity is shown at the beginning and end of the year 
without any division into operating or in reserve. In the adopted scheme of the 
labor resource balance, the supply of manpower is only partially shown. The in- 
dicators for the reserve of financial resources are reflected in the national 
income balance. The stocks of material and financial resources held by the 
population are shown in the balances of national income, monetary income and 
expenditures of the population. Thus, in the presently adopted schemes of both 
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the planning and report national economic balances, stocks are not fully and 
adequately shown. As a result, in working out the indicators for the national 
economy balance which characterize the scale, the rate of expanded reproduction 
and the basic national economic proportions, it is difficult to accurately cor- 
relate the reserve of production capacity with the corresponding stocks of raw 
products, materials, labor force and financial resources. The balance does not 
provide an opportunity to establish the degree of "utility" of the various 
types of stocks for the national economy, that is, to determine which stocks of 
resources are in a surplus, which are in short supply and without this the sys- 
tem of national economic indicators cannot be fully balanced. 


At the same time, the necessity of planning for an integrated system of stocks 
in production and circulation which would incorporate capacity and finished 
goods, manpower and machines was pointed out by N. A. Voznesenskiy [2], con- 
sidering such a system an indication of mature planning and organization of 
production. 


For ensuring the planned balance of a socialist economy with the minimum neces- 
Sary stock level, it is advisable to incorporate in the national economic bal- 
ance a new section showing a system of stock balances. 


The proposed system would consist of the following: 1) balances of the stocks 
of state and cooperative enterprises, organizations and associations; 2) bal- 
ances of stocks held by the ministries and departments; 3) free balances for 
the economic sectors; 4) a balance of centralized stocks; 5) an aggregate bal- 
ance of stocks for the national economy; 6) a balance of stocks held by the 
population. 


The given system of balances should, on the one hand, by forming the necessary 
level of planned stocks ensure the stable and balanced functioning of the 
national economy, and, on the other, prevent the formation of surplus stocks of 
some types of resources and a shortage of others. 


Diagram of Balance of Stocks 
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The basis of the scheme of balances is a classification of stocks by their 
four features: type, form, purpose and time. 


Stocks according to the types of resources included in them are divided into 
material stocks in the sphere of production and circulation, the stocks or 
supplies of production capacity, manpower reserves and the stocks of financial 
resources. 


Stocks in terms of form are divided into normal stocks which are formed con- 
sciously in the aim of ensuring a continual reproduction process and without 
which, consequently, balanced economic development is impossible in the process 
of carrying out a plan (the plan is balanced considering these stocks) and the 
forced stocks or supplies which form spontaneously as shortcomings and mis- 
takes accumulate in planning and management, material-technical supply and 
trade. For example, the inventories of finished products at the warehouse of 

a manufacturing enterprise or stocks in trade can be formed by force as a con- 
sequence of the fact that they are not in demand. In this instance, as K. Marx 
wrote, "...the volume of the commodity stock excessively inflated as a conse- 
quence of the halting of circulation can mistakenly be seen as a symptom of the 
expansion of the reproduction process; this mistake becomes particularly pos- 
sible when with the development of a credit system the actual movement can be 
mystified" [1]. 


The actual availability of stocks below a normal level causes a state of a 
stock shortage. For each definite type of resources in actual production, the 
forced stocks and the deficit cancel each other out. But in the aggregate bal- 
ances, these indicators exist pointing to the necessity of redistributing the 
stocks between the enterprises, sectors and spheres of production. 


In terms of the time necessary for ensuring continuous production, the normal 
stock can be divided into that ensuring the current reproduction cycle, that is, 
the stock of resources which at any moment of time can be utilized in produc- 
tion consumption and that ensuring the long-term reproduction cycle or the stock 
earmarked for use in subsequent planning periods. 


The formation and the amounts of the stocks depend upon their purpose. A normal 
stock in terms of purpose can be divided into circulating and reserve. 


A circulating stock is created consciously in the aim of ensuring the continuity 
of the reproduction process under the conditions of the adopted production 
methods and structure of production ties. The continuity of the process, 

K. Marx wrote |1], requires that the presence of the conditions necessary for 

it depends neither on interruptions in purchasing the necessary raw products 

and materials nor upon whether the produced product is sold daily or weekly, 
that is, the seasonal nature of production and consumption. Thus, the amount 

of the circulating stock is influenced by a number of factors: the seasonality 
of production and consumption, the production methods, the organization of pro- 
duction, as well as the forms of supply, marketing and payment. 





The reserves of natural resources are not examined here since they are 
not the result of social production. 
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The reserve stock is consciously created in tne event of unforeseen events and 
circumstances in the aim of preventing or eliminating the losses caused by 
them. The reserve stock should ensure the continuity of reproduction with the 
occurrence of any eventualities as well as natural disasters and other extra- 
ordinary events. K. Marx wrote: "In order that the production process occurs 
continuously--completely independently of whether or not this stock is replen- 
ished daily or at certain dates--it is essential that the place of production 
constantly have available a larger stock of raw products and so forth than is 
required, for example, daily or weekly...the less the reliability, regularity 
and speed of delivery, the more significant the producer's latent portion of 
productive capital should be, that is,...the stock of raw materials and so 
forvh" |1, p 161). Analogously the amounts of the commodity stock should be 
greater than the average amounts of sales or the average amounts of demand so 
that an excess above the average amount of demand can be satisfied. The re- 
serve stock, in contrast to the circulating one, is put into the reproduction 
process only in those instances for which its establishing was planned. 


For determining the size of the reserve stock, a solution to the "ambiguity" 
problem is of great importance. Usually two aspects of this are examined. The 
first involves random changes in demand in the processes of production, sales 
and consumption. The second aspect is linked to the unpredictability of future 
major changes in scientific-technical progress and in the socioeconomic goals 
of society as a whole. As for the first aspect, unforeseen, random events 
arise chiefly in the lower levels of the economic hierarchy. On a higher level 
of the economic hierarchy such events are rather determined. In actuality, if 
the total debt of an individual purchaser to an individual supplier is a random 
amount and thus unpredictable and undetermined, the total debts of all purchas- 
ers to an individual supplier can be determined as a probability amount while 
the total amount of debts in the national economy with the established payment 
system is a rather permanent amount which can be assessed. Thus, in planning 
and forecasting the reserve stock for the national economy as a whole, it is 
possible to disregard the indeterminability on the lower levels of the economic 
hierarchy. As for the second aspect, it can also be generated on a higher 
level. However the problem, in our view, is solvable on the basis of the ap- 
proach proposed by N. Ya. Petrakov |3]. Here we will merely repeat him: in- 
disputable is the obvious fact that in aggregating information on the higher 
levels of the hierarchy, the information by averaging an unique depersonaliza- 
tion becomes inert and stable. The loss of information in the aggregating is 
the price of overcoming the indeterminability. This loss in principle is ir- 
y..rievable but it does at least allow the slight moving forward of the "time 
machine." N. Ya. Petrakov has concluded that any estimate of the future can be 
considered scientific only in the instance that it is given in a generalized 
form, with a high level of information aggregating, like a "bird's eye view." 
Such a theoretical approach can also be employed in forecasting the reserve 
stock. 


The forced reserve is divided into surplus and anomalous. The surplus stock 
can be employed for its given purpose at the same installation in the future or 
at other installations. The anomalous stock cannot be employed due to the ab- 
sence of demand for the resources comprising it. 
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In the balances a relative scarcity corresponds to the surplus stock of re- 
sources and this can be eliminated by redistributing the stock while the abso- 
lute scarcity of resources corresponds to the anomalous stock and this cannot 
be eliminated by reallocation. 


The formation of the forced stock not only leads to an imbalance in the nation- 
al economy but also reduces the effectiveness of social production by the 
amount of expenditures on its upkeep and redistribution. 


Let us examine the general scheme of the balance of stocks (see the diagram) 
in terms of the state and cooperative enterprises, organizations and associa- 
tions. 


The material stocks in the production and circulation sphere are the aggregate 
of material resources temporarily not participating in the reproduction process. 
These include: stocks of raw products, materials, equipment, fuel, crating and 
packaging, incomplete production, finished products, commodities, seed, fodder 
and so forth. 


Among the circulating stock of materials at enterprises is the prepared stock 
of raw products, materials and so forth needed to carry out the operations in- 
volved in unloading, receiving and preparatory operations; the current stock 
ensuring continuous supply of production with a definite size, grade and type 
of material, the rhythmical delivery of equipment for installation at construc- 
tion organizations, the constant supply of commodities in the required amount 
and assortment in the trade organizations during the period between two de- 
liveries; a seasonal stock or stocks of raw products, materials, fuel and so 
forth related to the seasonal nature of their production or delivery and de- 
termined, for instance, by the navigation season. In agriculture and trade, 
the s+ ssonal stocks are related not only to the production of the product for 
which they are formed (feed in agriculture) but also the seasonality of con- 
sumption. Seasonal stocks are also created for ensuring the uninterrupted op- 
eration of enterprises during the winter season. 


The reserve stock of materials consists of the emergency supplies of raw 
products, materials and so forth needed to ensure continuous production in the 
event of a delay in delivery; emergency supplies of units of equipment in the 
event of emergencies and planned overhaul; emergency supplies of seed, fodder 
and so forth in the event of crop failures (on the kolkhozes and sovkhozes). 


The normal supply of materials ensuring the long-term reproduction cycle is the 
construction stock necessary for completing the fixed capital and production 
capacity on the planned date. 


Surplus stocks of materials include above-norm stocks not credited by the bank 
as well as material stocks which are not employed at the given enterprise but 
can be used at another one. 


At enterprises the anomalous material stock is the stocks of narrowly special- 
ized raw products, materials, incomplete production (construction) and so forth 
which have become unnecessary as a result of the change in the production spe- 
cialization of the enterprise and for this reason cannot be sold, or stocks 
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which cost too much to move. Also considered as anomalous stocks are the in- 
ventories of commodities and finished products which are not in demand. 


Generally speaking, in practice a normal stock often contains surplus resources 
due to overstating the demand for them. This is related, in the first place, 
to the still unresolved problem of norming production needs and planning in 
material-technical supply from the achieved level and, secondly, to the dis- 
interest of the enterprises in disclosing them. At present, the planned ex- 
penditures for maintaining the stocks are not fully reflected in the enter- 
prises’ cost accounting interests. This is related to the expenditure princi- 
ple employed in price formation. The expenditures of the product producers 
comprise the basis of price formation. The higher the expenditures, the higher 
the prices. If the product is sold at prices below the planned outlays (in- 
cluding the outlays for maintaining stocks), then such a planned-loss enter- 
prise receives subsidies from the state budget. Thus, all the planned expendi- 
tures of the enterprises on maintaining the stocks are covered either by the 
purchaser or by the state. As a result, the enterprise has not enough incen- 
tive to reduce the planned level of stocks. But the enterprises also keep 
above-plan stocks and here even an increase in the payment for capital and in- 
terest on bank credit and the introduction of a payment for labor resources do 
not force the consumer to reduce the amount under conditions of: a) insuffi- 
cient reliability of material and technical supply; b) planning emergency sup- 
plies of raw products and materials only in the event of transit nondeliveries; 
c) the systematic involvement of the labor force in jobs not related to the 
enterprise's basic production activity. 


The next type of stocks formed at an enterprise is the stock or reserve of pro- 
duction capacity which consists of a reserve of capacity for producing prod- 
ucts, warehouse and production space, the handling capacity of railroads and 
motor roads, communications channels and so forth. The distribution of the 
capacity supply into reserve and surplus for visibility can be shown in the 
form of a diagram: 
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The entire supply of production capacity is determined as the difference be- 
tween the capacity with its forced and actual use and the reserve supply as the 
difference between capacity with its forced and preferential use. 


A reserve supply of production capacity is essential, in the first place, for 

eliminating the seasonsal, intraweek and intraday loads in electric power, in 

sectors producing rapidly spoiling products and so forth, and secondly, in the 
event of unplanned situations for restoring the warehouse supplies of products 
during the year (at enterprises a reserve capacity supply can be formed by re- 
ducing the use factor of obsolete equipment and also, basically at new enter- 

prises, by capacity employed for testing out new production decisions). < 





“ The formation of a reserve capacity supply has been examined in detail in [4]. 
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In selecting the preferred level of utilizing production capacity it is essen- 
tial to consider that as the load factor increases one must draw on less produc- 
tive equipment and as a result the additional product costs more. The reserve 
Capacity supply, on the one hand, should be sufficient for maintaining the 
planned economic growth rates and, on the other, correlated to the correspond- 
ing types of resources. Hence the planned growth rates should be oriented to 
the amount of the reserve capacity supply. 


The normal supply of production capacity which ensures the long-term reproduc- 
tion cycle includes capacity undergoing reconstruction and resetting for produc- 
ing a new product; equipment at a warehouse and destined to be employed in 

basic production in a future period. 


The surplus supply of production capacity is determined as the difference be- 
tween the preferential and actual use. This is formed as a result of the short- 
age of the corresponding resources (manpower, materials or money) needed for 
maintaining the preferential use level. 


In the anomalous supply of production capacity is the equipment installed at 
the enterprise which cannot be properly used in the forthcoming period and can- 
not be sold due to the lack of demand as well as obsolete equipment to be writ- 
ten off. 


The next type of stock for supply is the manpower supply without which a con- 
tinuous process of social reproduction cannot be ensured. 


The manpower supply can be determined as the difference between the number of 
able-bodied persons employed in social production and in education and the 
amount of the manpower demand calculated on the basis of the nominal working 
time fund. 


In calculating the manpower supply, one takes into account the working time 
losses due to education (away from the job), regular and additional leaves and 
vacations, absences due to the birth of children, sickness, the performing of 
State and social duties, the reduced length of the working day for juveniles, 
nursing mothers, on preholiday days and so forth. 


At an enterprise a rotating manpower supply is essential for ensuring a contin- 
uous current production process due to working time losses caused by regular 
leaves. 


The reserve manpower supply of the enterprises is formed in the event of work- 
ing time losses caused by additional and educational leaves, absences due to 

the birth of children, sickness, the performing of state and social duties, ab- 
sences without leave and so forth’ in the aim of supplying the current capacity. 





’ V. Kuz'mishchev proposes planning the manpower supply for sponsorship 


work in the countryside (see [5]). 


In our view, the reserve manpower supply at enterprises shoula also be 
viewed considering the working time losses caused by the dismissal of 
employees at their own request during the year and for violations of labor 
discipline. In addition, the amount of the supply should compensate for 
the maximum working time losses during the days of the planning period. 
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The normal manpower supply which ensures the long-term reproduction cycle in- 
cludes the preparatory supply (students on the job; the students in vocational- 
technical schools and specialized secondary institutions of learning which are 
operated on the enterprise balance sheet, formed for providing production with 
manpower of the corresponding skill to replace those leaving (considering the 
future directions of scientific and technical progress); a structural reserve 
or supply (stucents in advanced training and retraining courses off the job 
organized under the enterprise) needed for the internal redistribution of man- 
power caused by scientific and technical progress. 


A surplus manpower supply is determined by the difference between the actual 
number of employees and the planned demand for them. 


Among the basic reasons for the formation of surplus manpower at enterprises 
une must also put the systematic involvement of employees in jobs not related 
to the basic production activity (agricuitural work, construction, municipal 
services and so forth). As a result, as a survey of 40 industrial enterprises 
showed, the number of absences permitted by law is double the amount considered 
in working out the working time balance [6]. 


The next type of stock or reserve is the reserve of financial resources which 
includes money which has ceased moving in the economic circulation of its pos- 
sessors, that is: cash and money on account. 


The formation of a monetary reserve does not mean the excluding of money from 

circulation analogous to the formation of a stock of materials due to their 

"withdrawal" from social production. The money reserve always remains in the 

circulation channels regardless of in what form the money is kept: as cash or 

noncash, as either is a source of bank credit resources. a 


Under the conditions of the existence of commodity-monetary relationships, the 
enterprises need money to acquire stocks of materials and maintain supplies of 
production capacity and manpower. Thus, the reserve of financial resources is 
essential for ensuring the solvency of its owner. 


The circulating reserve of financial resources is the monetary portion of en- 
terprise working capital in the form of cash, money on payment and current ac- 
counts and in payments. 


The reserve supply of financial resources is formed as a money reserve guaran- 
teeing the payment of leaves (in industry) and labor payment (on the kolkhozes 
and sovkhozes). 


Presently, the enterprises do not form a reserve holding of financial resources 
for that eventuality when payments with a supplier must be made while money has 
not been received from the purchaser for a dispatched finished product. The 
function of the reserve supply in practice is automatically carried out bank 
credits. Such a procedure limits the material liability of the enterprises for 
the results of economic activities. 


A normal supply of financial resources ensuring an enterprise's long-term re- 
production cycle includes the balances of the money in the amortization fund 
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earmarked for the technical reequipping and reconstruction and major overhauls; 
the money in the production development fund earmarked for carrying out meas- 
ures related to mechanization, automation, improving the organization of pro- 
duction and labor and so forth; the material incentive fund and the other eco- 
nomic incentive funds. 


Among the surplus supply of financial resources are balances of money which 
have not been employed during the report period due to a lack of material re- 
sources, manpower or production capacity earmarked for covering them. A sur- 
plus supply of financial resources in a subsequent period is included in the 
enterprise's solvent demand thereby characterizing the amount of the shortage 
of corresponding resources. 


Let us briefly examine the stock balance of the ministries and departments. 
The scheme for the balance is analogous to the previous one, with the excep- 
tion of the fact that the normal stock coincides with the reserve and a produc- 
tion capacity supply is not formed. 


The reserve materials stocks includes the emergency material stock necessary 
for the event of unplanned situations (changes in the plans, the overfulfill- 
ment or nonfulfillment of the plans by the sector's enterprises) and emergency 
stocks in the event of a bad harvest (in the Ministry of Agriculture). 


The surplus and anomalous materials stocks are determined analogously to the 
corresponding stocks of the enterprises. 


The normal manpower supply which ensures the long-term reproduction cycle in- 
cludes the students in the sectorial advanced training and retraining courses. 
Simultaneously it would be advisable to form a reserve manpower supply by in- 
creasing the number of students above the sector's long-range needs for the 
corresponding specialists for ensuring the putting into operation of the enter- 
prise reserve capacity supply. 


[fhe reserve stock of financial resources formed in tne ministries and depart- 
ments is essential for ensuring the solvency of the sector's enterprises in 
those instances when the adjusting of the enterprise's financial situation from 
other sources (for example, bank credits) is excluded. The reserve supply of 
financial resources includes: a fund for financial assistance to the enter- 
prises, a reserve major overhaul fund, a reserve capital investment fund (from 
allocations for capital investments in percent of the estimated cost of con- 
struction) and so forth. 


The normal supply of financial resources ensuring the long-term reproduction 
cycle includes the balances of money in the unified scientific and technical 
development fund; the amortization fund (the centralized part of amortization 
deductions) earmarked for the reconstruction and technical reequipping of oper- 
ating enterprises. 


The aggregate balances of the economic sectors comprise an important place in 
the system of stock balances. In the first place, these provide for the equal- 
ity of the actual amounts of stocks in terms of resource types to the necessary 
amounts of the normal stock or reserve. This equality in the balance is 
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achieved as a result of eliminating the shortage of individual types of re- 
sources by redistributing the surplus stocks. The designated equality occurs 
if the amount of the absolute scarcity equals zero. Otherwise, the balances of 
the forced stock and the absolute shortage are indicated in the summary nation- 
al economic balance. Secondly, the aggregate sectorial balance provides a con- 
gruity in the amount of the reserve capacity supply for all the sector's enter- 
prises and the amount of the reserve manpower supply of the corresponding min- 
istry (department). 


The balance for centralized stocks is of particularly important significance. 
These stocks provide the economic conditions for realizing the centralized man- 
aging effects on the developing economic and business situation. 


The reserve materials stock--the state material reserves and reserves of the 
USSR Council of Ministers--is essential for eliminating the disproportions 
which arise in carrying out the plan. 


The reserve capacity supply is essential for solving the problems of statewide 
importance (maintaining national defense capability and so forth). 


The normal manpower supply which ensures the long-range reproduction cycle in- 
cludes: the preparatory reserve or supply in the form of students in 
vocational-technical schools, specialized secondary schools and institutions 

of higher learning, students of the 9th-l0th grades in general education 
schools, ard persons studying off the job (with the exception of students in 
those institutions of learning which are operated by the enterprises) and es- 
sential for providing social production with the manpower to replace that leav- 
ing; the structural supply or reserve in the form of students in the state ad- 
vanced training and retraining courses as necessary for ensuring intersectorial 
redistribution of the labor force. 


The normal supply of financial resources which ensures the current reproduction 
cycle is formed in the form of a circulating stock or supply which includes the 
balances of money on account for the current use of the USSR State Budget and 

a reserve supply which includes: the reserve funds for eliminating dispropor- 
tions arising in the course of carrying out the plan; for this the reserve 
funds of the USSR Council of Ministers and the Union republic councils of min- 
isters in the state budget and the funds for unforeseen expenditures in the 
budgets of the autonomous republics and local budgets are partially employed; 
the reserve funds for the regular carrying out of the budget including the funds 
for planned circulating cash in all the elements of the budget system (from the 
Union budget to the budget of the rural and municipal soviets). For covering 
temporary gaps between income and expenditures, the special budget reserves in 
the inferior units needed to ensure the paying of teachers and medical work- 
ers; other budget reserves in the Union budget (the price regulation reserve 
and others); the reserve funds for strengthening the credit resources of the 
State Bank (these are drawn chiefly from the money formed from the excess of 
income over expenditures in the State Budget). In the bank credit plan a re- 
serve supply is created which is the nondistri uted portion of the loan fund. 
This portion acts as a reserve of the bank boards. For covering the possible 
bank losses, provision is made for reserve funds which are formed annually from 
the deductions of the bank net profit until these reach the amount of the 
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charter capital; emergency funds for covering losses from natural disasters 
and accidents; for this purnose they utilize a portion of the reserve funds of 
the USSR Council of Ministers, the Union republic counc ls of ministers in the 
State Budget and the reserve funds of state property insurance; gold and for- 
eign exchange reserves of the state. The reserves of gold and foreign exchange 
in being widely employed and freely convertible are an important factor in the 
nation's internal economic development. From these holdings in the necessary 
instances it is possible to replenish commodity resources and this makes it 
possible to quickly eliminate disproportions in national economic development 
and to balance production and consumption of one or another type of product 
drawing on the foreign markets. 


The balance of money from the excess of State Budget income over expenditures 
is among the normal supply ensuring the long-range reproduction cycle. 


All the above-described stocks and supplies are generalized in the aggregate 
national economic stock balance. The indicators of the stocks for all types of 
resources are determined as the total of indicators in the balance of central- 
ized stocks and aggregate balances of the economic sectors. As a result the 
amount of the forced stock for the national economy as a whole describes the 
level of its balancing. 


For planning the standard of living, the volume of consu.er goods, the volume 

of retail commodity turnover and so forth as well as for ensuring the material 
and financial balancing, data on the stccks held by the population are very es- 
sential. In contrast to the given scheme, the balance of stocks held by the 
pepulation is compiled only for the stocks of materials and financial resources. 
The balance of stocks held by the population can be compiled on a differenti- 
ated basis in terms of income groups, regions and so forth as well as in a sum- 
mary form. 


The circulating stock of materials in this balance includes the stocks of arti- 
cles in short-term (current) consumption and consumer durables in the personal 
property of the population. 


The forced stock held by the population is formed as a consequence of the im- 
balance in the market of consumer goods. A shortage of a number of consumer 
goods gives rise to a surplus demand for them and ieads to the formation of 
surplus stocks. 


Among the surplus materials stock held by the population one can put the fol- 


lowing: the stocks of current consumption articles exceeding the rational con- 
sumption standards (considering the income level) as well as those which cannot 
be employed in a given family (group and so forth); the stocks of unutilized 


consumer durables. 


[The anomalous stock is the stock of consumer goods which cannot be employed due 
to going out of fashion, spoilage and so forth. 
[The next type of stocks held by the population is the stock or supply of finan- 


cial resources. 
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The circulating supply of financial resources includes the balance of money 
serving current consumption of materials and services. 


The reserve supply of financial resources is represented by the money (on de 
posit or in cash) set aside for unforeseen expenditures related to sickness, 
accident and so forth. 


The normal supply of financial resources which ensures the long-range reproduc- 
tion cycle includes the money of the public deposited to purchase consume: 
durables. 


In the surplus supply of financial resources are the savings of the public 

formed from income which has not gained a material equivalent in the planning 
period. Like the surplus supplies of financial resources of the enterprises, 6 
ministries and departments, these are included in the solvent demand of the 

subsequent period. 


The given system of stock balances, in being essential to ensure greater bal- 

ance in the national economy, will also make it possible on the basis of the 

established ratios of the given types of stocks to forecast their volume and 

proportions over the long run for each subsequent level of economic development. 
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Great work must be carried out by ail th rt committees and organizations," 
said Comrade Yu. V. Andropov at the Novembe: 1982) Plenum of the CPSU Central 
Committee. Under the conditions of inter: tying the economy, the need arises 
of a more rapid rise in the output of end product in comparison with the expend- 
itures on it. It is essential in every possible way to reduce the material and 
energy intensiveness of the product and achieve a situation whereby concern for 
the saving of resources should be a matter for each Soviet worker. 

In recent years, the nation has done a goo leal to improve the utilization of 
material resources. A number of decrees of the CPSU Central Committee and the 
USSR Council of Ministers have been prom ted and these outline specific 
measures to strengthen thriftiness. las} have been set tor the economic de- 
partments, industrial ministries, enterpris: nd organizations. Extensive 
activities have been initiated by the party, viet and economic organizations 
in carrying out the party and government de: 

In implementing the set tasks, the USSR Gosplan has increased the role of the 
plans on the questions of saving raw product materials and fuel. The work of 
the material and technical supply bodies has been noticeably intensified in 
exercising control over their use. positive role has been played by the 
Interdepartmental Commission on Savings and the Rational Utilization of Re- 
sources. Many collectives have been initiators in a competition for thrifti- 
ness and are increasing the production output without an additional increase 

in the consumption of raw materials. 








Regardless of the fact that significant organizational work has been done and 
practical measures have been undertaken to strengthen thriftiness, many re- 
serves still remain unutilized. The achievements of scientific and technical 
progress in the form of resource-saving equipment and production methods are 
being introduced slowly. Capital investments and material resources continue 
to be wasted, and there still are shortcomings in planning and material- 
technical supply and instances of mismanagement and waste; secondary resources 
have not been sufficiently returned to circulation. 


At present, it is important to initiate work in all areas and achieve maximum 
utilization of the existing reserves everywhere. However, we must particularly 
take up the questions of improving planning practices. 


One of the most important conditions for achieving tangible results in reducing 
material expenditures on product output is to carry out a policy of rapid tech- 
nical reequipping of the enterprises. The decisions of the 26th Party Congress 
point to the need of the primary allocation of capital investments for these 
purposes. "To channel capital investments primarily into the reconstruction 
and technical reequipping of enterprises and into the completion of previously 
commenced projects. The building of new enterprises and the expansion of oper- 
ating ones should be initiated in the instance that the demand of the national 
economy for the given type of product cannot be met by increasing the use of 
production capacity considering its reconstruction and technical reequipping"-- 
stated the congress. 


Regardless of the directness of the set task, a major change in this area has 
not come about. As before, two-thirds of the capital investments are going 

into expanding production and new capital construction. Considering expendi- 
tures on equipment not included in the cost of the construction projects, the 
proportional amount of the investments reaches 75 percent. With such a repro- 
duction structure of the capital investments, modernization of production capac- 
ity is carried out at an extremely slow pace. The aging of operating equipment 
is occurring along with its physical ware and obsolescence. 


All these shortcomings have been very starkly apparent in the development of 
such an important sector as ferrous metallurgy. Here, as in many other sectors, 
in allocating the assigned capital investments, more than two-thirds have gone 
constantly into increasing production by building new shops and units. Clearly 
insufficient attention has been given to technical reequipping and reconstruc- 
tion. as a result, regardless of the completion of new capacity, an increase 

in the production volume of ferrous metals has been occurring slowly. 


As is known, reconstruction always involves the shutting down of equipment for 
the period required to modernize it. And this leads to a drop in the produc- 
tion volume, to a decline in the already insufficient resources of rolled metals 
and to difficulty in achieving balance. Although such a phenomenon is temporary 
and after it there will be an increase in product output, the desire not to 

lose the achieved results even for a time leads to a situation where the recon- 
struction periods are shifted from year to year while the capital investrents 

go to erect buildings and installations for new shops. At the same time, the 
equipment in use continues to age. At present, the service life of many blast 
furnace, electric steel casting and open hearth furnaces as well as rolling 
mills exceeds the established standards. 
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Preventive maintenance and major overhauls for the units are carried out regu- 
larly. It is becoming more and more di ‘ficult to increase the production vol- 
ume from them. Each year, equipment stoppages increase while the efficiency of 
its work declines. Last year, for example, the blast furnaces stood idle twice 
as much as in 1975. The stoppages at rolling mills have also risen. Quotas 
are not being fulfilled systematically for the output of steel per m* of bottom 
area of the open hearth furnaces or for increasing the planned use factor of 
the effective volume of the blast furnaces. 


The technical reequipping of many national economic sectors in a number of in- 
stances lags behind due to the insufficient attention paid to new resource- 
saving equipment. There have been frequent instances when obsolete products 
are produced. For example, in machine building around 30 percent of all the 
articles have been manufactured for more than 10 years. At the same time, the 
proportional amount of first developed ones is insignificantly slight. 


In reconstructing enterprises, propei cttention has not been given to the de- 
velopment of low-waste methods. Certain sectorial institutes in working out 
the plans for reconstruction do not always incorporate measures aimed at a max- 
imum reduction in the expenditures of raw products, material and fuel. A 

check of the plans made by the USSR Gosstroy has shown that around 70 percent 
of them do not contain such measures. Thus, in the plans of Giproavtoagregat 
|?State Design Institute for Automotive Parts] for expanding the Kirghizavto- 
mash |Kirghiz Automotive Equipment] Plant did not provide for better utilization 
of scrap metal. As a result, a significant amount was written off as scrap 
while a portion of the metal shavings was thorwn out on the dump with the rub- 
bish. 


As is known, production development is accompanied by an increase in the con- 
sumption of material resources, a portion of which goes into waste. Their 
amount year after year has been growing and the efficiency of social production 
depends upon how completely these are utilized. The economic effect from put- 
ting secondary raw materials into economic circulation is obtained as a result 
of reducing the consumption of primary raw products, materials, fuel and elec- 
tric power and from reducing the expenditures on purchasing these. Moreover, 
the use of secondary raw materials is one of the most effective ways of con- 
serving nature. The pollution of the territory is reduced and the forests and 
mineral wealth are saved. 


The scrap paper collected in the Tenth Five-Year Plan, for example, made it pos- 
sible not to fell 600,000 hectares of forest. Moreover, in producing paper and 
cardboard from the scrap, pollution of the atmosphere is reduced by 86 percent, 
water pollution by 25-44, while the amount of solid waste is reduced by almost 
40 percent. 


In recent years, much has been done to put secondary resvurces into economic 
use. The plan for USSR economic and social development has a special section 
on "The Use of Secontlary Raw Materials." The ministries and departments have 
been given quotas for their procurement and processing. Measures are being 
taken to increase production capacity. New factories have put into operation 
in Kiev and Leningrad, and these each will produce 200,000 tons of cardboard 
annually. Here the raw materials include 80 percent waste paper. Construction 
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of another five mills is underway for producing paper and cardboard employing 
scrap paper as a raw material. 


Regardless of the fact that the questions of utilizing secondary raw materials 
have begun to attract more attention, reserves in this important area still 
remain significant. Suffice it to say that scrap paper comprises 23-25 percent 
in the raw materials for producing paper and cardboard. The use level of worn 
out tires does not exceed 90 percent of the existing resources, while the figure 
for steel casting slags is 28 percent, and just 7 percent for phosphogypsum. 


The situation which has arisen can be rectified only in the instance that the 
approach to this problem is fundamentally changed. At present there are clearly 
insufficient funds which are allocated for establishing capacity to prepare pro- 
duction wastes for reutilization and for building production installations using 
new production processes, where secondary resources can be employed as raw 
material sources. In a majority of instances, the proportional amount of capi- 
tal investments allocated for these purposes is 1 or 2 percent of the total 
amounts received by the ministries. 


As an example, take the ferrous metal scrap. This must be specially prepared 
if it is to be used in steel casting production. The chips must be compacted 
togetner and the large size scrap metal cut into the required size. However, 
there is constantly not enough capacity for this. The quotas for increasing 
this are not fulfilled. The proportional amount of capital investments allo- 
cated by the USSR Minchermet |Ministry of Ferrous Metallurgy] for creating 
capacity to process secondary raw materials is just 0.2 percent of the existing 
funding. At the same time, at the Lipetsk Svobodnyy Sokol Plant alone, around 
80,000 tons of scrap metal have been rusting under the open sky for a long 
time. Basically these are old multiton ingot molds and large equipment beds. 
Their reprocessing is difficult due to the obsolete pile-driving system which 
is not capable of cutting up the large parts. 


Supplying the national economy with effective types of materials is of great 
importance for producing product material intensiveness. Their use ensures 

the maximum satisfying of the consumer properties of the articles, it makes it 
possible to utilize the raw materials more rationally, it provides a great eco- 
nomic effect and helps to increase the efficiency of social production. Con- 
sidering the importance of this, the 26th CPSU Congress set the task of acceler- 
ating the development of producing efficient types of metal, lumber and other 
major types of resources. Specific quotas for their growth have been set. 


Among the employed structural materials, rolled ferrous metals, steel pipe and 
hardware hold a special place. These comprise the material basis for virtually 
all types of implements of labor, regardless of the increased consumption of 
chemical products and other substitutes. At present, depending upon the avail- 
able resources of rolled ferrous metals, the output volumes of machine product 
and capital construction are planned and the intersectorial and intrasectorial 
proportions are set. 


With the present level of machine building and the enormous scale of construc- 
tion, we must have not merely an increase in the production volumes of rolled 
metals and pipe but also the output of those types which ensure a reduced weight 
of the structural elements and machines, increase their durability and provide 
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an opportunity for the various articles to be operated both under low and high 
temperatures. For precisely this reason for the llth Five-Year Plan, a funda- 
mental improvement in the quality and increased output of the eificient types 
of metal products were designated as the main area for the development of fer- 
rous metallurgy. The task has been set by the end of the five-year plan to 
increase by 1.5-2-fold the production of coid rolled sheet, rolled products 
with strengthening heat treating and from low-alloyed steels, plate and sheet 
with protective coverings, shaped and high-strength rolled sections as well as 
various types of economic and special pipe. 


However, the set quotas have not been satisfactorily fulfilled. Over the 2 
years of the llth Five-Year Plan, the amount of unobtained savings from the 
more rapid increase in efficient types of metal was 1.5 million tons. 


One of the reasons for the lag in fulfilling the quotas for the output of eco- 
nomic types of materials has been the imperfection of the indicators for plan- 
ning the production volume of various product types. Correctly chosen indi- 
cators help to increase precisely that assortment which the national economy 
needs most. 


In the press much has been written about the great effect of calculating the 
output of paper and polyethylene film in m*. The switching from tonnage to the 
new indicator helps to reduce the thickness of the film and paper. This makes 
it possible to not only save a large amount of raw material but also to satisfy 
the needs for a larger number of consumers of these products. 


There is an analogous situation in the production of resource-saving equipment. 
Here also the indicators play an important role. For precisely this reason, in 
working out the state plans for 1982 and 1983, new product measurements were 
introduced in machine building for 17 plan items and for 90 items there are 
second indicators which encourage the producers to improve the economicness of 
the machines. The new measurements help to produce machine building products 
with a larger unit capacity with a proportional reduction in its material in- 
tensiveness. 


The question of improving the indicators is also very pertinent for ferrous 
metallurgy. The indicator of "physical tons" which has been in effect for 
many years has helped to increase the production volumes of rolled products and 
pipe. However, this has often come about by increasing the output of metal- 
intensive shapes. The desire no matter what the cost to fulfill the plan in 
tons has told negatively upon developing the output of efficient types of metal 
products. 


This is explained by the fact that the effective types of rolled products, in 
being less metal intwusive but more labor intensive, have reduced the produc- 
tivity of the mills as calculated by the number of produced tons per unit of 
time and, consequently, have worsened the economic indicators of the metallurgi- 
cal enterprises. At the same time the reduced metal intensiveness of the metal- 
lurgical products has made it possible to increase their output in meters, 
pieces and thereby satisfy the demand of a larger number of consumers. A defin- 
ite contradiction has arisen. This could be eliminated only by improving the 
planning and evaluation indicators. 





As is known, in ferrous metallurgy an experiment is being carried out. 

number of enterprises producing rolled products and pipe, instead of "phy al" 
tons they have introduced an ind tor of “conditional” or “equivalent” 

In the current year, the number « enterprises increased. In 1984, asse 

the operations of virtually all metallurgical enterprises will be done d 

ing upon the fulfillment of the set quotas in "equivalent" tons. 

The newly introduced indicator, as ha 1lready been pointed out, differs from 
the former in the fact that it considers the labor intensiveness of producing 
various types of rolled products and pipe. This has been achieved by employing 
an elaborated system of labor intensiveness coefficients based upon the hot- 
hour productivity of the metallurgical units in producing the specific types of 
metal shapes and sizes. Virtually the same conditions have been created for 


producing any section of rolled product, including the efficient types. Demand 
is satisfied by improving the structure of rolled products without an increase 


- 
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in the physical tons. This, in irn, provides a savings in ore, coke, refrac- 
tories and other materials used in production. 


An analysis of operations at enterprises where the experiment is being conducted 


shows that a majority of them have actually increased the output of the labor- 
intensive assortment. If the production results of the first half of this year 
are compared with what was achieved in the same period of last year, then the 
first seven enterprises which converted to the new indicator have produced 
271,000 tons more of labor intensive product, having reduced the overall produc- 
tion volume by 299,000 tons. Here individual enterprises have achieved obvious 


successes. The Krivoy Rog Metallurgical Plant, having reduced the production 
volume by 19,000 tons, at the same time increased the output of the labor- 
intensive assortment by i21,000 tons [fhe Novolipetsk Metallurgical Combine 


i increased the amount of efficient metal 


~ 


reduced production by 54,000 tons an 
types by 69,000 tons. 


Regardless of the fact that the new indicator has had a positive impact on re- 
ducing the production of metal-intensive products, it still cannot be said that 
the efficiency of all social production has been increased as a result of thi 


This is due to the fact that tae existing shortcomings in introducing it have 
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led t: the disrupting of balance in the national economy. 


At present, two indicators exist in parallel in planning: the “physical” and 
"equivalent" tons. The “equivalent” tons are employed in setting quotas f 

the production volumes of the metallurgical enterprises and in evaluating their 
activities. The production volume for the USSR Minchermet as a whole is planned 
in "physical" tons. The resource balances and distribution plans are compiled 
in them as is the schedule ordering of the product. Here the "physical" and 
"equivalent" tons are not coordinated. When in setting the production load, 

the established demand for the national economy is converted into “equivalent” 
tons, a discrepancy with the "physical" tons results running into a million 
tons. 

[The presence of the two measurem has sharply complicated the work of drawing 
up product deliveries. The s marketing bodies which issue the orders 
for delivery must see to it that tl llurgical plants are not overloade n 
comparison with the plan in “equ . “ tons and at the same time they must 
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that either production capacity is overloaded or there are consumers which are 
not assigned to suppliers. This means that many of them do not receive metal 
according to the stocks allocated to them and as a consequence their own pro- 
duction is not supplied with raw materials, thereby having a negative effect on 
the balancing of the plans. 


In considering the positive role which the "equivalent" tons play in metallurgi- 
cal production as well as the fact that this experiment next year will be 
broadened, in working out the plans it is essential first of all to coordinate 
as much as possible the volume of production being set in "equivelant™ and 
"physical" tons. Conversion factors are needed for this. Those labor inten- 
siveness coefficients which are in use today are not suitable for this. They 
are strictly individual for each unit. The same amount of rolled metal has a 
different coefficient depending upon the type of mill and the existing produc- 
tion methods. Averaged coefficients are required. 


The supply and marketing bodies must improve the work in the area of studyinp 
the assortment demand of the national economy. At present, in working out the 
plan, the USSR Gosplan and the USSR Minchermet are given only around 40 percent. 
Actually, this demand is just for the scarce types and sizes and is, uncondi- 
tionally, insufficient for correctly calculating the plan in “equivalent” tons. 
All demand is also necessary in order to bring the "physical" and “equivalent” 
tons into agreement, that is the production plan with the distribution plan. 


fhe effectiveness of introducing the new indicator will depend upon to what 
degree the wholesale prices for rolled metals can be brought into agreement 
with the labor intensiveness of their production. With the currently existing 
prices, in a number of instances, it is economically more advantageous for the 
ferrous metallurgy enterprises to produce a metal-intensive rolled product. 


In strengthening thriftiness, an important role is played by norming the con- 
sumption of all types of material and energy resources. The mobilizing effect 
of the norms in the rational and economic consumption of resources depends upon 
to what degree the current consumption standards are technically sound, progres- 
sive and correspond to the present level of equipment, technology and the organ- 
ization of production. The consumption standards are the basis for determining 
demand and their quality determines the accuracy of the material balances being 
worked out as well as the correctness of allocating the raw products, materials 
and fuel. 


The USSR Gosplan and the USSR Gossnab, together with the ministries and depart- 
ments, are doing significant work to improve the setting of standards. The 
range of resources for which quotas are centrally set for an average decline in 
the consumption rate has been widened from 43 items in 1980 to 57 items at 


present. The number of allocation holders for which consumption standards are 
centrally calculated and quotas are set for the savings of material resources 
has been increased by 30 percent. During the Tenth Five-Year Plan, some 304,000 
standards were revised for the product range of the USSR Gossnab. Due to their 
reduction, the calculated effectiveness in the national economy was more than 
200 million rubles. During the current five-year plan, 560,000 standards have 
already been revised with an expected effect of over 400 million rubles. 


As a result of improving the design decisions and the measures carried out to 
reduce the material intensiveness of the produced products as well as improving 
the production processes, during the years of the Tenth Five-Year Plan, around 
5 million tons of rolled ferrous metals were saved in machine building. An- 
other 1.5 million tons were saved by replacing the metal with structural plas- 
tics, products from cermets and other materials. 


Regardless of the stronger control by the central planning bodies over the 
state of norming the consumption of material resources, proper order has still 
not been instilled in this area. At many enterprises the work in the norming 
area is still on an extremely low level. The data of inspections conducted by 
the bodies of the USSR Gossnab show that approved consumption rates are found 
at far from all the enterprises. In a number of instances the norming work is 
done formally while the existing standards do not encourage a reduction in 
material expenditures. 


The ministries and departments exercise little control over the work being done 
by the departmental enterprises in norm setting and they often improve in- 
creased standards. Recently, the practice of their arbitrary increase has be- 
come widespread and has harmed the planned management of the national economy. 
This has led to an artificial increase in demand, it creates tautness in the 
balances and at the same time has made it possible for certain managers to ob- 
tain surplus material resources. 


The consumption rates are overstated not only by production enterprises but also 
by the ministries. The standards submitted to the USSR Gosplan often do not 
correspond to the technically sound ones. In essence these are used for "forc- 
ing out" as large a quantity of material resources as possible. 


Thus, the Minsel'khozmash |Ministry of Tractor and Agricultural Machine Build- 
ing! overstated the consumption rate for rolled ferrous metals for the T-130 
tractors from 7 to 30 percent, for the T-330 by 24 percent, for the T-25A trac- 
tors by 22-27 percent, and for the D-21A and D-144 engines by 12 percent. The 
USSR Minstroymaterielov |Ministry of Construction Materials Industry] increased 
the consumption rate for cement and ferrous metals for producing reinforced 
concrete and pressure-water pipe by almost 55 percent. The USSR Minenergo 
[Ministry of Power and Electrification] submitted metal consumption rates for 
producing the reinforced concrete supports of power transmission lines that 
were 1.8-fold greater than the figures given in the technical specifications. 


Such norming substantially distorts the data on the demand for material re- 
sources. In our view, it would be advisable, with the existing situation, to 
view the overstated nsumption rates as padding and eye-wash with all the con- 
sequences ensuing x this. 

As is known, in recent years, for reducing material expenditures the enterprises 
have been given quotas for the average reduction in consumption rates for rolled 
metals, cement, fuel-energy and other resources. However, some of them, in 
having inflated consumption rates, with the existing accounting procedures ful- 
fill these quotas, in doing nothing to save materials. Having reduced the over- 
stated consumption rates by several percent, the enterprises report a supposedly 
obtained savings. Such a practice unconditionally does not help to improve work 
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in the area of the rational utilization of material resources. The data on the 
accounting for the savings obtained by reducing expenditure standards differ 
Significantly from the actual savings against the proportional expenditures. 
For certain ministries the difference reaches tens of thousands of tons. 


Unfortunately, there still is not a uniform, clear procedure in setting the 
quotas for savings and accounting for their fulfillment. In some instances the 
quotas are set for an average decline in the consumption rates in comparison 
with a base (1980) year, and in others with the year preceding the planned. 
Moreover, additional quotas are set for savings and these do not consider the 
reduction in the consumption rate at all. At times, it is even hard to deter- 
mine the volume of a quota for a planned year. For furnace-boiler fuel, elec- 
tric and thermal power, in the plan for the current year, for example, there 

is an overall savings in absolute terms which includes the amount of savings in 
these resources due to the average reduction in the standards in comparison 
with 1980 and a quota for an additional decline in consumption. 


Such a procedure for determining the amount of the quotas for the savings of 
energy and fuel as well as the evaluating of their fulfillment in the year be- 
ing planned, in comparison with the previous year, each time require special 
calculations, this complicates control over the fulfilling of the quotas and 
does not reflect the true state of the work in the fulfillment of the socialist 
obligations for savings adopted by the republics, krays and oblasts. Thus, the 
quota for the saving of thermal energy during the current year, in being calcu- 
lated in comparison with the standards of the previous year, is 40.1 million 
gigacalories in comparison with the actual proportional expenditures of 22.1 
million gigacalories. 


In setting the quotas in a number of instances the possibilities of the minis- 
tries are not studied sufficiently thoroughly and great diversity in the indi- 
cators is allowed. For example, the enterprises of the Minefteprom |Ministry 
of Petroleum Industry! overfulfilled the quotas by 8-fold for the total savings 
in boiler and furnace fuel, including by 76-fold due to the average reduction 
in the consumption rate. Such indicators cast doubt on the soundness of both 
the quotas and the accounting of their fulfillment. 


For eliminating these shortcomings, it is essential to instill proper order in 
the setting of quotas for saving resources. It is also essential to see to it 
that their accounting reflects the actual state of affairs. 


In recent years, there has been a positive trend in reducing the material in- 
tensiveness of social production. During the Tenth Five-Year Plan, national 
income used for consumption and accumulation rose by 20.7 percent, and material 
expenditures by 19.7 percent. As a result, there was a certain decline in the 
material intensiveness of the national income used for consumption and accumula- 
tion. I(n 1975, for each ruble there was 1.22 ruble of material expenditures, 
and in 1981, 1.21 ruble. The same trend has been maintained over the first 2 
years of the llth Five-Year Plan. During the first half of the current year, 
material expenditures declined by more than 1 billion rubles in comparison with 


the previous year. 





An absolute majority of the industrial ministries and departments have kept 
within the established limits of material expenditures and have reduced the 
material intensiveness of the produced product. This to a significant degree 
positively characterizes the work in the area of the rational and economic use 
of material resources in the national economy. 


At the same time, there are opportunities for the more economic management of 
the economy. A number of ministries during the first half of the year did not 
keep within the established limit of material expenditures. These included the 
USSR Minchermet, the Minenergomash [Ministry of Power Machine Building], Min- 
udobreniy [Ministry of Mineral Fertilizer Production], the construction and 
other ministries. This shows that they have not taken sufficient measures for 
the rational and economic use of raw products, material and fuel. 


In increasing the efficiency of social production, a special place is held by 
the economic use of the produced materials, and primarily the putting of above- 
norm and unused material resources into circulation. The planning and economic 
bodies have done definite work in this area. The ministries and departments 
have been given quotas for accelerating the turnover rate of working capital 
and for reducing the above-planned inventories. Control by the USSR Gossnab, 
the people's control bodies and the financial and banking institutions has been 
strengthened over the use and safekeeping of raw products, materials, fuel and 
equipment. 


At the same time. the results of economic activities over the years of the 

Tenth Five-Year Plan and the first 2 years of the llth Five-Year Plan show that 
a fundamental change has not come about in reducing material stocks. A signifi- 
cant amount of resources lies frozen at the enterprises and construction proj- 
ects in the form of above-planned stocks of various materials and uninstalled 
equipment. 


For the Tenth Five-Year Plan, a quota was set to put material resources into 
economic use by accelerating the turnover rate of working capital and reducing 
the above-planned stocks of uninstalled equipment. However, this quota has 
remained unfulfilled. Instead of an acceleration there has been a slowdown in 
the turnover rate of working capital and the stocks ot uninstalled equipment 
have increased in capital construction. This has necessitated the additional 
involvement of material and financial means. 


The situation has not improved during the first 2 years of the llth Five-Year 
Plan. Moreover, the proportional amount of the stocks of material resources in 
the accumulation fund has been growing more rapidly. While in 1980, the figure 
was 13.4 percent, in 1981 it was 16.8 percent and last year 22.6 percent. The 
same level has been maintained this year. 


In previous years of the current five-year plan, many ministries have not only 

not reduced inventory but, on the contrary, have allowed them to grow. For ex- 
ample, with a quota of putting 28 million rubles of above-plan inventories into 
economic use, the USSR Minenergo has allowed these to rise by 40 million rubles. 


A number of ministries have set clearly understated quotas for their subordin- 


ate enterprises even wnen these enterprises have had significant above-plan 
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stocks, and in certain instances have not given any quotas at all. Workers 

from the same USSR Minenergo did not plan to put any stocks at the GRES No 19 
(the town of Kirishi) into economic use, although on 1 January of the current 
year the above-norm balances were almost 43 million rubles at this enterprise. 


It must be directly said that a clearly bad situation has developed with the 
material stocks. The reason lies in shortcomings in organizing and carrying 
out material and technical supply, the overstating of orders for the delivering 
of resources by the enterprises and organizations, the changing in production 
programs during the planaing period without adjusting the supply plans, viola- 
tions in a number of instances of delivery dates and completeness by suppliers, 
the failure of enterprises to observe the stock norms and the stockpiling of 
resources without considering the real possibilities of processing. 


Many enterprises and organizations have been irresponsible not only in terms 

of the use of raw products, materials, fuel and equipment, but also their stor- 
age, allowing instances of mismanagement. This causes great harm to the 
national economy. Thousands of tons of metal and cement, many other materials 
are irretrievably lost and a significant amount of equipment is broken up. 


It is essential to constantly increase the responsibility of the managers, en- 
gineers, technicians and all employees for the rational and economic use of 
materia\ resources, to achieve high effectiveness in their consumption and eco- 
nomic use and not allow mismanagement and waste. The activities of the labor 
collectives should be assessed without fail considering their contribution to 
the saving of resources and on this basis tu increasing the efficiency of social 
production. 


COPYRIGHT: Izdatel'stvo “Ekonomika", "Material'no-tekhnicheskoye snabzheniye”, 
1983 
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RESOURCE UTILIZATION AND SUPPLY 


PRICING METHODOLOGY FOR SECONDARY RAW MATERIALS REVIEWED 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 12, Dec 83 pp 48-53 


[Article by V. Novikov and I. Lipsits: “Improving the Methodology and 
Methods of Pricing Secondary Raw Materials” | 


[Text] Secondary material resources have been more and more widely drawn 
into material production in recent years. Their significance as a source of 
raw material resources is growing as a result of the increasing scarcity of 
of primary raw materials and their higher recovery costs. The urgency of 
utilizing secondary raw materials is also determined by the fact the their 
recycling helps to resolve ecological problems and reduces environmental 
protection costs. 


Secondary macerial resources are presently used to produce approximately 50 
percent of the steel (including saleable scrap)’ and 22 percent of the paper 
and cardboard. As much as 78 percent of the blast furnace slag is used in 
the production of construction materials. Approximately 665,000 tons of 
textile scrap--roughly 27 percent of the nation's textile consumption--are 
recycled., 


The use of secondary material resources produces a significant economic 
effect. For example, every tgn of waste paper used in the production of 
paper and cardboard saves 4 m of commercial timber. Every ton of slag 
produces an economic effect ranging from 4 te 1] rubles. Eyery cubic meter 
of recycled wood scrap means a saving of roughly 14 rubles. 


The decree of the USSR Council of Ministers “On Measures for the Further 
Improvement of the Utilization of Secondary Raw Materials in the National 
Economy” and the decree of the CkSU Central Committee and USSR Council of 
Ministers “On the Intensification of the Effort to Make Economical and 
Rational Use of Raw Materials, Fuel, Energy and Other Material Resources” 
call for improvement in the economic mechanism in the direction of offering 
greater motivation for the rational utilization of material resources. 


The most important measures in this area are: 


--the inclusion of the section “Utilization of Secondary Raw Materials” in 
state plans at all levels as of 1981. This section's indicators pertain 
both te the procurement and recycling of secondary raw materials 











characterize the development of the production base for recycling these raw 
materials. This is the basis for the further improvement of the system for 
planning the recycling of secondary material resources, which presupposes 
the development of material balances for roughly 30 of the most important 
types of waste; 


-—-the institution of state accountability regarding the amount of waste 
resulting from the processing of primary raw materials (1982); 


-—-the centralization of research and development work on the recycling of 
secondary resources on a national scale by vesting the appropriate 
authority in the All-Union Research and Development Institute for Secondary 
Resources (VIVR) of the USSR State Committee for Material and Technical 


Supply. 


A study by the USSR Central Statistical Administration and USSR Gossnab of 
the existence, formation and utilizaticn of solid production wastes and the 
sources (production processes) of their formation in various branches of 
the national economy (as of 1 January 1981) was an important measure in 
improving the utilization of secondary material resources. We believe that 
the study's findings (that are the basis on which the balances are being 
compiled) should be used to expand the list of secondary material resources 
and that the balances shouid divide certain secondary material resources 
(the direction of utilization is clearly defined) into categories as is 
done in the case of mineral resources. 


This would allow a more objective approach to the problem of how best to 
strengthcn the raw materials base in a given planned period--whether to 
work the primary deposits or else to expand the recycling of the waste that 
forms in considerable quantity in many branches. 


However, it is our view that better planning and the activation of large 
production capacities for waste recycling must be supplemerted by measures 
to improve economic incentive and pricing methods. 


At the present time, there is no single set of methods for pricing 
secondary raw materials. Guidelines on the Procedure for Establishing 
Wholesale Prices on Industrial Waste, which were ratified by the USSR State 
Committee for Prices in 1975, constitute the most general document. 


Practical experience gained in pricing waste in various branches of 
industry during the time the Guidelines have been effect shows that the 
methodological principles contained in them makes it possible in a number 
of instances to establish prices that stimulate the recycling of secondary 
material resources. At the same time, some points in the Guidelines need to 
be improved further. 


First, they do not provide a clear economic classification of various 
products. As a result, in some cases two different price levels are 
assigned to one and the same type of secondary raw material. For example, 
one price level might equate waste paper with the primary raw material that 
it is intended to replace while another might downgrade it owing to the 
loss of some of its consumer properties. The same also applies to vzertain 
types of junked metal which can either be used immediately in the 
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production of a product or else classified as scrap. Second, they do not 
consider the cost-accounting, economic effectiveness of recycling and the 
consequently lack precise criteria for evaluating the degree to which waste 
has lost its consumer properties compared with primary raw materials; the 
customer is not sufficiently mctivated to use secondary raw materials and 
the prices do not reflect the national economic effect resulting from their 
use. The Guidelines specify methods for pricing waste that is 
interchangeable with primary raw materials and do not provide for the 
establishment of purchase and wholesale prices on secondary raw materials. 


The pricing of secondary raw materials is based partly on the price of the 
primary raw materials they replace and on the additional costs of their 
recycling. 


Practically speaking, the economic effect of substituting secondery for 
primary raw materials goes to the enterprise that utilizes the waste and to 
the procurement organization. The result of this is that the purchase price 
does not reflect the actual cost of the enterprises and the procurement 
organizations in collecting waste and preparing it for use. The result is 
that waste procurement is unjustifiably profitable or, 

conversely, is marginal or even unprofitable to the customer, even though 
the recycling of this waste is advantageous from the national economy's 
standpoint. 


The further improvement of pricing of secondary raw materials requires the 
resolution of certain theoretical questions. There is still disagreement on 
whether productive waste [otkhody proizvodstvennogo potrebleniya] has value 
(the general consensus is that nonproductive waste does not have value). 
Opposing points of view are expressed regarding the question whether 
productive waste has value. 


The formation of waste under existing conditions is a function of the 
existing technological level and is an undesirable factor. Social labor is 
a process that is directed toward the creation of products rather than 
waste materials. Accordingly expenditures of socially necessary labor 
cannot be classified in the same category as waste and hence waste does not 
have value. Nor does unutilized waste have social use value. But if 
recycling becomes technically and economically feasible, waste will acquire 
social use value; however, even then its value is determined only by the 
socially necesary expenditures on its collection, procurement and 
processing (if necessary). 


The decree of the CPSU Central Committee and the USSR Council of Ministers 
“On the Intensification of the Effort to Make Economical and Rational Use 
of Raw Materials, Fuel, Energy and Other Material Resources” outlines an 
eftective system of measures for stimulating production based on waste 
materials. In our opinion, the enterprises that are the sources of waste 
materials must also be given more incentive to dispose of them, to improve 
their quality, to see to it that they are properly warehoused and 
preserved. 


The basic directions in improving the methodology of pricing secondary 
material resources are: seeing tv it that the prices more completely 
reflect recycling costs and the economic effectiveness of their recycling 








to the national economy; to use prices as an additional incentive to 
collect, deliver and improve the quality of the secondary raw materials 
that are being disposed of; to dispose of or process waste; to stimulate 
higher quality of secondary raw materials prepared at procurement 
enterprises and shipped on for further processing, and to stimulate their 
use in more effective directions. 


The pricing of secondary raw materials that replace primary raw materials 
must be based on the cost-accounting effect and the economic effect to the 
national economy from the use of secondary material resources and on the 
cost of their collection and procurement. 


The existence of a cost-accounting economic effect is evidence that given 
the existing cost of collecting and preparing secondary raw materials for 
sale and given a normal profitability for these operations, their 
processing is also profituble to the user. 


The cost-accounting economic effect that accrues to users of secondary raw 
materials should be distributed between them and the suppliers of the 
secondary raw materials (the enterprise where the secondary material 
resource formed and which, after preparing it, sold it in the form of 
secondary raw materials, or the procurement organization that collected the 
waste and, after preparing it, sold it as secondary raw materials). 


At the present time, the amount of the material reward for collecting and 
selling secondary raw materials, which are as a rule listed by specialized 
procurement organizations, depends on the fulfillment of the plan and the 
sales volume in value terms. Under these conditions, higher prices for 
secondary raw materials have a dad rect impact on the size of bonuses paid 
for waste paper, broken glass and certain other types of raw materials. 


In order that the wholesale price might offer a greater incentive to 
collect and prepare waste for sale, it should contain an incentive markup 
for certain types of waste and should be paid into the economic incentive 
funds of the enterprises that are the source of the secondary resources. 


We believe that the incentive markup should be instituted in the wholesale 
prices on secondary raw materials that are not listed by procurement 
organizations and that are soid directly to other enterprises. This would 
primarily apply to waste that forms at enterprises in the raw material 
branches of industry. 


Markups in wholesale prices on waste should « instituted if there is a 
genuine, appreciable economic effect. Accordingly they should comprise at 
least 10 percent of the price of the secondary raw material, which takcs 


into account the cost of collecting and preparing it for sale as well as 
the normative level of profitability based on this cost. Possibly the 
markups should be included in the sale price of the waste. 


There must be a differentiated approach to the calculation of the economic 

effect in the wholesale price. It should to a greater degree be included in 
prices on types of secondary raw material that are valuable tc the national 
economy if the cost of their procurement and preparatiin for sale comprises 
an insignificant share of the primary raw material they replace. 
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The economic effect should also be included to a greater degree in the 
procurement price when the cost of collecting and preparing secondary raw 
materials fluctuates significantly from one source enterprise to another; 
this will assure their profitability from the sale of waste. 


In distributing the econemic effect of recycling between supplier and user, 


it is also expedient to consider the recycling factor which is calculated 
as the ratio of the volume of recycling to the amount of a given typ: 
waste that forms in a year's time (such an approach is recommended, for 


example, in pricing guidelines regarding wast< in the chemical industry). 
The share of the effect that goes to the supplier will grow in direct 
proportion to the growth of the recycling factor. Such a method provides 
economic incentive to both users and suppliers of waste materials. 


However, on the whole the economic effect in the price should as a rule not 
be more than 70-80 percent of the estimated total. 


In some cases the utilization of secondary raw materials is not 
economically feasible from a cost-accounting standpoint, i. e., their 
potential use does not offer a cost-accounting economic effect. A graphic 
example is the problem of recycling waste in the potassium industry. Sine 
the current pricing methods cannot interest Uralkaliy and Beloruskaliy to 
utilize «nd dispose of this waste, it is piled up oF the earth's surface to 
the considerable detriment of the national economy. Under such conditions, 
the economic effect to the national economy must be considered. 


Economic analysis shows that the national economy realizes an effect (in 
production, transport and ecology) when secondary material resources are 
drawn into the raw materials cycle. In production, this effect originates 
when secondary material resources are recycled since this means the 
relative * lesser volume of recovery or production of the primary raw 
material, lower transport costs, and additional profit for the national] 
economy. 


The ecological effect, which results from the diminishing pollution of the 
environment with unreclaimed waste, acquires great importance. It in 

turn is formed from other effects: from the reduction in the amount of land 
taken up by enterprises engaged in the extraction of the primary raw 
material replaced by the secondary material as well as land that is used to 
store the waste resulting from the extraction of the primary raw materia. 
and secondary material resources; from the smaller measure of water 
pollution by liquid production waste or the infiltration of hazardous 
substances from stored waste resulting from the processing of primary raw 
materials and secondary material resources; from the reduction of ai 
pollution with gases, dust and harmful matter from waste dumps. 


The Temporary Methods for Determining the Economic Effectiveness of Outlays 
on Environmental Protection Measures can be used to calculate the 
magnitude of these effects. 


In our opinion, the existence of a national economic effect is very weighty 
proof of the feasibility of recycling a given type of secondary resour 

But the question arises as to how to coordinate the cost-accounting 
interests of suppliers and users of secondary raw materials in the pricing 
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If products made from secondary raw materials are interchangeable with 
products made from primary raw materials, the price level on the secondary 
resources should take the effectiveness of such replacement into account. 
If there is cost-accounting or national-economic economic effectiveness, it 
must be reflected in price in a way analagous to the direct 
interchangeability of primary and secondary raw materials. 


Prices on secondary raw materials must also be more closely coordinated 
with technical norms. However, they still do not sufficiently reflect the 
qualitative characteristics of secondary raw materials and this limits the 
possibility of using prices to stimulate improvements in the quality of 
secondary raw materials. 


FOOTNOTES 


Re V. Ksintaris, “The Use of Secondary Material Res rces in the National 
Economy,” PLANOVOYE KHOZYAYSTVO, No 6, 1979. 

2 See PRAVDA, 12 May 1981. 

Se EKONOMICHESKAYA GAZETA, No 33, 1980. 

COPYRIGHT: Izdatel'stvo "Ekonomika", "Planovove khozyaystvo", 1983 
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INTRODUCTION OF NEW TECHNOLOGY 


ECONOMIST TRACES IMPACT OF TECHNOLOGY ON PRODUCTION 
Moscow PLANOYVOYE KHOZYAYSTVO in Russiar No 1, Jan 84 pp 114-119 


[Article by G. Danilin, candidate of economic sciences: "The Distinctive 
Features in the Development of Production Forces Under the Conditions of the 
Scientific and Technical Revolution" ] 


[Text] Production forces are the organic unity of production means and people 
-- social production workers who possess certain knowledge and production and 
technical experience and who use the tools, resources and objects of labor for 
the creation of material and spiritual blessings. V. 1. Lenin wrote; "The 
primary production force of all mankind is the worker, the laborer". As a 
system of subjective (man) and technical (article) elements, production forces 
serve as an instrument for man to influence nature during social production, 


The economics of developed socialism rely on highly developed production forces 
on a powerful and advanced industry, and on a large-scale and highly mechanized 
agriculture, which is founded on collective principles. 


The modern production forces of the USSR are an enormous production fund. On 

1 January 1983, they were equal to 1.968 trillion rubles; they were a multi- 
million-strong army of workers, kolkhoz members and employees with a high cult- 
ural and educational level composed of 128,300,000 people. The arming of labor 
with production resources has reached large dimensions; in particular the 
electrical power supplied per job in industry increased 7.4-fold in 1982 when 
compared with 1940, in agriculture -- 28.3-fold, and in construction (the 


: ao ' sen n 4 - : } or 4 ] 
machines supplied per job) -- 26-fold. 


The growth in the power supply per job and in the educational and cultural 
level of the workers and the revolutions in technology were the main factors 
in increasing labor productivity as the decisive condition for the victory of 
the new sccial system. Compared with 1940, labor productivity grew 8.1-fold 

in industry during 1982, 6./-fold in construction, and 4.,2-fold in agriculture. 


* 1 . - - } 7 " ; . c d mn 
During the present stage in our country s development, production torces are 


performing one of the main tasks of the state of all the people--the construct- 

ion of the material and technical base for communism. ts solution \ insure 

an abundance of material and spiritual blessings, the most complete development 
: »v - ; K+ : ; - ~¥yy 4 y _ wami11m 4 > 

of each worker's creative capabilities, and the formation of a communist-type 


worker. 
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By the beginning of the Eighties, "The production forces of Soviet society had 
ved a qualitatively new level. The scientific and technical revolution 
n eep down and wider, and the appearance of many plants and entire 
branches is changing." ~ In accordance with the policy that was developed by 
the 25th and 26th CPSU congresses for the intensification of social production, 
the scope of using the achievements of science and technology in the national 
economy has grown. Scientific and technical cooperation with the countries of 
the socialist commonwealth is expanding. 


As is pointed out in the decree of the CPSU Central Committee and the USSR 
Council of Ministers "On Measures To Accelerate Scientific and Technical Pro- 
gress in the National Economy", however, the management of scientific and 
technical progress still does not completely satisfy the task which was posed 
by the party of uniting in fact the advantages of our socialist system with 
the achievements of the scientific and technical revolution, This question is 
acquiring special importance in view of the fact that the development of science 
and technology has become one of the main avenues of competition between the 
socialist and capitalist systems. The persistent realization of the achieve- 
ments of the scientific and technical revolution will permit profound qualita- 
tive changes to be made in production forces and an improvement of production 
relationships, which corresponds to this, to be carried out. In its turn, this 
will insure the solution of the main task in the economic area -- a cardinal 
imrrovement in labor productivity. Yu. V. Andropov, general secretary of the 
CPSU Central Committee, pointed out in his speech during the June 1983 plenum: 
"Under the conditions of the scientific and technical revolution, this task 
has now acquired special significance -- both for our internal organizational 
development and in an international regard". The main way for a qualitative 
transformation of production forces is "a shift to an intensive development 
and the combining in fact of the advantages of our socialist system with the 
achievements of the scientific and technical revolution -- with those of its 
latest stage which promises a technological revolution in many spheres of pro- 


duction", Decisive importance in this work is being alloted to the implement- 
ation of a unified scientific and technical policy. 


What are the distinctive features in the development of production forces during 


, . . ~~ 
tne present Stave: 


People are developing and using equipment for the most varied purposes: Obtain- 
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ing, transmitting ana converting energy; influencing the oLtects of work when 
obtaining material and cultural blessings; producing natural and artifical 
materilais; coliecting, storing, processing, and transmitting information; 
researching the laws and pheno! ena of nature and society's development; migra- 
tions; communications; services; living conditions; health care; culture; Sports; 
! 7 ; } ™m 4 - } , 1 +} £ } . 1, } . . | : . . a - ra 
developing the mineral wealth of the earth, the ocean and space; and provid- 
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examples according to their indicators, to be assured in the very near future; 
progressive technological processes to Le introduced; and labor productivity 
in the national economy to be raised considerably on this basis. In its 

social development, our country has arrived at an historical frontier where 
deep qualitative changes in production forces have not only matured but have 
also become objectively unavoidable. Yu. V. Andropov pointed out in his 

speech during the June 1983 CPSU Central Committee Plenum: "A unified scienti- 
fic and technical policy is now acquiring decisive importance. Enormous work 
awaits us in the development of machines, mechanisms and technologies both for 
today and for tomorrow. It is necessary to automate production and to insure 
the widest use of computers and robots and the incorporation of flexible 
technologies which will permit production to be rapidly and efficiently switch- 
ed over to the manufacturing of new products. The future of our power is 
primarily the use of the latest ruclear reactors and the practical solution 

of the problem of controlled thermonuclear fusion in the future. Such tasks 

as the obtaining of materials with properties that have been set in advance, 
the development of biotechnology, and the widespread use of waste-free and 
energy-saving technologies in industry, are on the agenda. All of this will 
lead to a genuine revolution in our national economy". 


Production forces have reached enormous dimensions in the USSR. Profound 
qualitative changes are occurring in them. Under the conditions of improving 
productior relationships, production forces are receiving a new stimulus for 
their development, their more rational siting on the country's territory, the 
improvement of the national economic structure through the rapid development 

of branches that determine scientific and technical progress,and the accelerat- 
ed development of the country's eastern regions by involving the rich natural 
resources in the economic turnover and their effective use as the main avenue 
for augmenting the country's national wealth. 
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